F  i  nanc  i  a  I  high  lig  Ms 


.  1999  :  1998  .1997  ’  1996  1995  ’ 


■Net  Sales  ,, 


$17.716  billion  $15.365  billion  $15.220  billion  $14.833  billion  $13.622  billion* 


. . ......... . .  ............  ......  ,.  . . . . . . . ,, . . „ 

iding  unusual  items  (Note  i)  $  1,701  million  $  1,455  million  $  1,341  million  $  1,202  million  $  995  million  ; 

sales  9  6%  9  5%  8.8%  8.1%  7.3% 

)A  (N«e  2)  $  2,439  million  $  2,079 million  $  1,931  million  $  1,735  million:  $  1,470  million 

»f  sales  13.8%  13.5%  ;  12.7%  11.7%  10.8% 


Operating  Income 

-.■<  Excluding  unusual  items  (Not©  1)  t  I  lAI  miiiinH  t  i  t  i  lid  million  t  i  OAO  n.:nu«  ♦  ooc  «;ii;nn.  1 

%  of  sales 
EBITDA  (Note  2) 

%  of  sales 

Net  Income  (Notei) 

Excluding  unusual  items  $  795  million  $  685  million  $  575  million  $  453  million  $  333  million 

Including  unusual  items  $  795  million  $  662 million  $  536  million  $  -  266  million  $  75  million 

ilffliSlifli 

$1.79 

$.39  111 


Diluted  Earnings  Per  Share  (N«ei) 

Excluding  unusual  items  $3.62 

Including  unusual  items  .  $3.62 


$3.06  $2.58  $2.09 

.  :  :  ,  .  ■■■■-■  ••  '  :  i'  ■ 

$2.96  $2.41  $1.24 


(1)  Unusual  hems  represent  inventory  valuation  adjustments  related  to  consolidations  and  business  integration  and  consolidation  expenses  (BICE)  in  1995  and  1996, 
the  charitable  contribution  to  the  Federated  Department  Stores  Foundation  m  1995,  the  impact  in  1 995,  of  the  Broadwav  Stores,  inc.  acquisition  on  Federated's 


the  charitable  contribution  to  the  Federated  Department  Stores  Foundation  m  1995,  the  impact  in  1995,  of  the  Broadway  Stores,  inc.  acquisition  on  Federated's 
;  consolidated  operations,  interest  expense  and  per  share  earnings  and,  if  applicable,  the  loss  associated  with  the  prepayment  of  debt  in  1997  and  1998. 

(2)  EBITDA  represents  earnings  before  interest  taxes,  depreciation,  amortization,  BICE,  the  charitable  contribution  to  the  Federated  Department  Stores  Foundation 

and  the  impact.  In  1995.  of  the  Broadway  5tores,  Inc.  acquisition  on  Federated's  consolidated  operations.  >  >i  /  .<  , 


Sales 

In  Billions 


EBITDA 

As  a  Perceni  of  Sales 

(Earnings  Before  Interest,  Taxes. 
Depreciation  and  Amortization) 


95  96  97  98  99 


Diluted  Earninqs 
Per  Share 

(Excludes  unusual  items)  CO 


!  On  Cover:  The  world  is  changing  fast ...  and  so  is  l-N-C  International  Concepts,  Federated's  of-the-moment  private  brand  of  women's  apparel. 
|  Shown  on  the  cover  is  the  new  took  of  embellished  bottoms  paired  with  simple  tops ,  in  a  python  print  pant  and  sleek ,  sleeveless  turtleneck,  ft's  a 
j  modern  reference  to  hippie  chic.  And  if  it's  modern  -  it's  i-N-C. 


Letter  to  Shareholders 


D^ar  Fellow  Shareholder: 

Someyears  are  simply  belter  than  others.  And  at  Federated,  1 999  was  one  of  the  best. 

It  was  avyear  in  which  Federated  outpaced  everyone's  expectations  for  both  strong  sales  and  earnings,  fueled  by  a  spectacular 
performancedrom  our  department  stares.  And  it  was  a  year  in  which  Federated  positioned  itself  aggressively  -  and  we  think 
appropriately \for  where  retail  is  heading  in  the  years  just  ahead. 

With  our  ]  999  strategic  focus  on  macys.com,  Woom/ngda/es.com  and  the  acquisition  of  Fingerhut  Componies,  Inc.,  Federated 
leaped  ahead  of  theeompetition  and  into  an  exciting  future  defined  by  the  availability  of  different  retail  channels  for  different 
customers,  and  for  different  customer  needs  at  different  times.  It  is  a  future  in  which  we  believe  that  no  single  retail  channel  will  suffice 
for  all  customers  all  of  the^time.  And  while  some  customers  will  prefer  one  retail  format  over  most  others,  we  do  not  believe  there  ever 
will  come  a  time  when  one  retail  channel  totally  dislodges  the  rest. 

In  short,  we  see  a  future  of  mare  choice,  not  less.  A  future  of  expanding  potential  to  provide  service  and  convenience  to  new  and 
existing  customers.  And  at  Federated,  we  think  the  time  to  prepare  for  that  future  is  now. 

On  the  pages  of  this  year's  annua  I  ^report,  you  will  read  about  what  we  are  doing  in  key  areas  of  our  business  as  we  move  to 
integrate  our  bricks-and -clicks  retail  formats  in  innovative  new  ways...  As  we  redefine  our  department  stores  to  appeal  to  new 
generations  of  customers  even  as  we  strive  to  better  serve  today's  core  customer  base...  As  we  identify,  recruit  and  develop  the  full 

\  _  potential  inherent  in  Federated's  next  generation  of  managers, 

merchants  and  operations  executives...  And  as  we 
develop  new  retail  channels,  top  new  technologies  and 
-4^  T?  exploit  our  state-of-the-art  distribution  and  logistics 


systems  to  better  run  our  business. 


It's  an  important  story,  and  one  we  are  pleased  to  share 
with  you.  But  first,  let's  take  a  moment  to  recap 
1 999's  significant  financial  performance: 

•  Diluted  earnings  per  share  of  $3.62  in 
]  999  were  up  1 8%  over  the  prior  year. 

•  Sales  of  $1 7.7  billion  for  the  52  weeks 
ended  January  29,  2000  increased 
]  5%  over  prior-year  sales  of 
$1 5.4  billion.  On  a  comporable- 
store  basis,  Federated's )  999 
sales  increase  of  4.5%  was  the 
I  highest  among  major  department 
^*7  /  store  competitors. 


•  Department  store  operating  income  as  a  percent  of  sales  increased  1 50  basis  points,  from  1 0.3% 
in  1 998  to  11 .8%  last  year. 


•  Return  on  gross  investment  (ROGI)  increased  to  16.8%  last  year  from  16.6%  in  1 998.  This  is  an 
important  measure  of  the  business  defined  as  earnings  before  interest,  taxes,  depreciation, 
amortization  and  gross  rent,  divided  by  total  average  gross  investment. 


Net  Income 

In  Millions 

(Excludes  unusual  items) 


Underlying  this  strong  financial  performance  were  other  significant  accomplishments  that  allowed 
us  to  further  improve  how  we  run  the  business. 

On  the  merchandising  side.  Federated's  private  brands  continued  to  gain  in  market  share  and 
popularity/ producing  a  record  year  for  l*N*C,  Alfoni,  Charter  Club,  Style  &  Co.  and  other  popular  lines 
exclusive* to  our  stores.  Sales  of  Federated's  private  brands  last  year  increased  at  twice  the  rate  of  our 
overall  comp-store  sales. 

Ou/ deportment  stores  continued  their  development  of  effective  brand  identification  strategies  to 
amplify  brand  awareness,  enabling  Federated  to  capitalize  on  some  of  the  strongest  names  in 
American  retailing. 

/ Merchandising  and  marketing  plans  for  the  all-important  fourth  quarter  were  further  refined  to  ensure 
newness  and  an  abundance  of  unique  holiday  gift-giving  ideas.  The  success  of  these  efforts  resulted  in 
j  another  outstanding  holiday  season  performance  across  Federated,  with  comp-store  sales  increases  of 
4.4%  in  the  fourth  quarter. 

Strategies  for  direct-to-customer  catalog  and  e-commerce  businesses  were  developed  and  refined 
throughout  the  year  as  Federated  evolved  its  retail  presence  in  these  important  areas. 

The  Federated  Leadership  Institute,  recognized  for  excellence  in  retailing  by  the  National  Retail 
Federation  earlier  this  year,  emerged  as  the  backbone  of  our  executive  training  and 
development  programming.  In  1 999,  hundreds  of  corporate  and  division  managers, 
including  all  of  our  store  managers  from  across  the  country,  attended  challenging 
week-long  sessions  aimed  at  making  them  more  effective  in  their  jobs. 


Of  course,  a  year  of  record  performance  and  results  poses  its  own  set  of  challenges. 
Keeping  the  momentum  going  certainly  is  one  of  them.  So  while  we're  optimistic  about 
producing  another  strong  year  in  2000,  we  aren't  taking  anything  for  granted. 

In  the  coming  year,  our  number  one  objective  and,  therefore,  the  primary  measure  of  our 
success,  will  continue  to  be  comp-store  sales  growth.  If  we  do  this  well,  profit  and  return  on 
investment  goals  also  will  be  achieved. 

Merchandise  assortments  that  are  new  and  kept  fresh  -  including  exclusive  private  brands 
that  distinguish  us  from  the  competition  -  are  key  to  this  strategy.  So  are  strategies  designed 
to  make  Federated's  deportment  stores,  catalogs  and  e-commerce  sites  the  retail  mecca  for 
gift  giving  at  any  season  and  for  all  occasions. 

In  addition,  we  are  determined  to  make  our  stores  more  exciting  and  appealing  to 
customers  of  all  ages.  In  some  cases,  this  means  providing  capital  for  major  in-store 
remodels,  and  there  are  approximately  120  of  them  planned  this  year  as  port  of  an 
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overall  capital  budget  of  $1  billion.  In  other  instances,  it  may  mean  reallocating  space 
and  locations  of  certain  merchandise  categories  inside  of  the  store  -  moving  junior's 
departments  next  to  young  men's  and  closer  to  mall  entrances,  for  instance,  to  create 
a  critical  mass  that  attracts  younger  customers.  Or  it  may  mean  adding  lighting  or 
enhancing  visual  merchandising  techniques  in  our  stores,  making  the  merchandise 
more  visible  and  attractive  to  customers. 

Among  our  other  goals  far  the  year  ahead  is  improving  the  shopping  experience 
for  our  customers,  including  making  transactions  faster  and  achieving  higher  customer 
service  standards.  We  also  will  continue  testing  new  concepts,  some  of  which  are 
discussed  later  in  this  report,  as  we  strive  to  "reinvent  aspects  of  the  department  store, 
making  it  more  convenient,  more  relevant  and  responsive  to  the  needs  of  today's 
customers  -  and  tomorrow's. 

Part  of  this  strategy  involves  finding  new  ways  to  integrate  the  various  facets  of 
in-store  and  online  retailing  -  bringing  the  Internet  into  our  stores  in  innovative  ways 
that  can  increase  customer  service  and  expand  merchandise  offerings,  and  using  it  to 
drive  traffic  to  our  stores  through  cross-promotions  and  multi-channel  marketing. 

Of  course,  it  is  the  quality  of  our  people  that  makes  the  real  difference  in  defining 
Federated's  successes.  And  we  are  blessed  with  an  abundance  of  incredibly  talented, 
dedicated,  hard-working  and  creative  people  in  every  aspect  of  our  business.  From 
stores  and  sales  leaders  to  merchants  and  operations  staff,  Federated's  people  are  at  the 
heart  of  who  we  are  and  what  we  can  accomplish.  We  thank  and  commend  each  of 
our  ]  33,000  associates  for  all  they  have  done  to  make  )  999  such  an  outstanding  year. 

Federated  also  is  fortunate  to  have  an  involved,  committed  board  of  directors.  We 
value  the  wisdom  and  support  of  each  of  our  distinguished  board  members,  certainly 
including  that  of  George  V.  Grune,  chairman  of  the  DeWitt  Wallace  and  Lila  Wallace 
Reader's  Digest  Funds.  Mr.  Grune  is  retiring  from  the  board  this  year,  and  as  he  does  so 
he  takes  with  him  our  sincerest  thanks  and  appreciation  for  all  of  his  many  contributions 
to  Federated.  He  will  be  missed. 

As  we  move  into  this  new  century,  we  are  committed  to  continually  renewing  and 
revitalizing  our  compony.  We  believe  that  being  on  the  cutting  edge  of  retail  means 
being  willing  to  lead  rather  than  being  satisfied  merely  to  follow.  And  leading  is  exactly 
what  Federated  is  doing. 


Sincerely, 


April  19,  2000 


'While  the  majority^df  Federated's^^ 
business  foivthe'f o reseea b I e  tutors'' 
will  continue  to  c o m  e^f ronvour^  J 

|\  powerful  network  of^department^j 
|  stores,  we  also  harye'embhaced^'  j 
the  Internet  and-' its  inherent,  J 

potential  for'in teg  rating  ,stores^v/f 
and  ^commerce.  Federated's  ^ 
cutting-edge  "bricks^and-clicksj^ 
strategy  positions  the  compony^ 
to  toke  maximum  advantogefof 
where  the  future  of  retailing  is 
\  headed.  Following  is  a  look  at 
'how  we  think  both  the  depart¬ 
ment  store  and  direct-to-customer 
segments  of  our  business  will 
benefit  from  this  multi-channel 
retoil  integration: 

E-commerce  benefits' to^sto res  -  , 

or  how  clicks  can  help  bricks: .J  )  ] 

•  Drives  traffic  to  stores 

•  Reaches  and  attracts  new 
customers 

•  Deepens  relationships  with 
existing  customers 

•  Expands  range  of  merchandise 
offerings 

•  Extends  the  reach  of  retail 
franchises 

•  Enhances  gift  registry  services 

•  Raises  store'standards  to  meet 
demands  ofjnternet  customers^— 
Provides  new  career  growth*' 

Stores,  benefits  to  e-commerce  - 
or  how  bricks  can  help  clicks: 

/  •  Leverages  trusteds^re, brands’-^- 
\  •  provides  merchandising  expertise 

*  "^  Builds  on  established  vendor 
relationships 

•  Strengthens  appeal  of  private 
brands 

•  Gives  customers  confidence  in 
online  offerings 

•  Provides  immediate  access  to 
real  products 

•  Makes  merchandise  returns 
more  convenient 

•  Increases  return  on  marketing 
and  advertising  expenditures 
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A  Profile  of  Federated 


Federated  Department  Stores,  Inc.  is  the  nation's  leading  operator  of  premier  department 
stores,  with  more  than  400  department  store  locations  in  33  states.  In  addition,  Federated's 
direcWo-customer  operations  include  wholly  owned  e-commerce  sites  within  its  Fingerhut, 
macys.com  and  bloomingdales.com  operations,  as  well  os  national  direct  mail  catolog  titles 
within  its  Fingerhut,  Bloomingdale's  By  Mail  ond  Macy's  By  Mail  subsidiaries. 

Federated's  corporate  structure  capitalizes  on  the  strengths  of  its  divisions  and  subsidiaries 
while  bringing  new  dimensions  of  retailing  innovation,  operating  efficiencies,  financiol 
leverage  and  strategic  growth  opportunities  to  the  company's  operations. 

Community  Involvement 

Eoch  Federated  department  store  division  and  direct-to-customer  subsidiary  is  well 
established  in  its  operating  areas. 

The  compony  believes  in  giving  back  to  the  communities  from  which  it  draws  strength  and 
sustenance.  Federated  understands  that  stronger,  healthier  and  more  vibrant  communities 
provide  better  environments  for  our  stores  to  do  business  and  for  our  employees  ond 
customers  to  live  and  work. 

In  1 999,  cash  contributions  to  charitable  organizations  by  Federated,  its  divisions  and 
subsidiaries  -  including  those  made  by  the  Federated  Deportment  Stores  Foundation  -  totaled 
approximately  $1 5.4  million.  A  significant  and  growing  percent  of  direct  giving  wos  devoted 
to  two  areas  of  strategic  focus  -  women's  issues  and  HIV/AIDS. 

Partners  in  Time,  the  company's  nationally  recognized  employee  volunteer  program,  involves 
all  divisions  and  support  operations.  In  1 999,  more  thon  47,000  volunteers  gave  nearly 
97,500  hours  of  time  -  touching  nearly  every  segment  of  American  society. 

Diversity 

As  a  leading  retailer  in  some  of  America's  largest  and  most  diverse  metropolitan  oreas, 
Federated  prides  itself  on  aggressively  encouraging  inclusion  of  individuals  of  oil  types  within 
its  workforce,  vendor  relationships  and  customer  base.  Management's  philosophy  is  intended 
to  help  ensure  thot  oppreciotion  for  the  unique  characteristics  ond  strengths  of, every  person  is 
pervasive  at  every  level  of  the  company. 

Of  Federated's  total  workforce,  approximately  75  percent  are  women  and  42  percent 
belong  to  a  racial  minority  group.  In  monagement  ranks,  67  percent  of  our  executives  are 
women  and  21  percent  are  racial  minorities.  This  places  Federated  among  the  leaders  in 
diversity  in  our  industry,  os  well  as  among  major  U.S.  corporations. 

Additionally,  Federated's  vendor  development  program  seeks  to  source  goods  and  services 
-  either  for  resale  or  in  support  of  business  operations  ~  from  qualified  minority-and  women- 
owned  enterprises.  In  1999,  these  purchases  totaled  approximately  $304  million. 
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On  Retail’s 
1'Gutting  Edge 

1^0 J^llengeis  to  harness  all 


of  themew  tools,  technologies, 

..  .. 

ideas  and  opportunities  at 

..  “  xt\  \  .  . 


our  disposol,  and  to  apply  them 

I  .j  I 

to  the  objecti^s  of  building 
relationships' with  our  customers, 
growing  and  improving  a 

/  A 

profitable  business  to  create  t 

"v  l 

value  for, our  shareholdersl^^^ 


and  .ensuring  a  stimulating 


environment  for  our  employees." 

— /Jim^Zim  merman 


to  Reach  New  Customers 


Federated  is  moving  quickly  and  adeptly  to  integrate  new  technologies,  marketing 
models  and  merchandising  techniques  into  its  highly  successful  traditional  department  store 
businesses.  In  this  process,  Federated  is  emerging  as  a  new  breed  of  retailer  -  a  progressive, 
multi-dimensional  organization  serving  a  range  of  customer  segments  through  a  growing 
array  of  channels. 


Changing  customer 
demographics  and 
preferences  are 
driving  these  ^ 
improvements  to 
our  business. 

Shoppers  today 
expect  greater 
convenience,  more 
ways  to  shop,  help 
with  gift-giving, 
one-stop  availability 
of  a  wider  assortment 

of  goods  and  services,  and  24/7  access  from  anywhere  they  might  live,  work  or  travel. 

In  responding  to  this  marketplace  of  the  new  millennium,  Federated  has  deployed  its  two 
most  potent  resources  -  a  roster  of  widely  recognized  retail  and  merchandise  brands,  and  an 
energized  management  team  dedicated  to  innovation  and  profitable  growth. 


The  result  is  ^synergistic  approach  to 
retailing  that  is  unique  to  Federated.  It 
combines  the  best-known  department  stores 
and  locations  with  strategic  e-commerce 
initiatives  that  support  and^xtend  our  store 
brands.  It  encompasses  fashion  and  lifestyle 
catalogs  serving  targeted  demographic 
niches.  And  it  is  backed  by  a  network  of 
sophisticated  call  and  fulfillment  centers,  wired 

with  software  and  technology  systems  that 

\ 

enable  the  company  to  pair  customers'  needs 
with  the  right  merchandise. 
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New  grcxwHi  channels 

Until  recently, " point  of  sale"  meant  a  customer  service  area  on  the  selling  floor  of  a 
department  store.  Today,  it  means  much  more. 

While  the  vast  majorityof^Federated's  total  sales  (nearly  90  percent  in  1 999)  are 
generated  by  customers  drawn  To  aur  "bricks-and-mortar"  stores,  an  increasing  share  of  our 
incremental  sales  growth  is  being  generated  through  new  direct-to-customer  channels.  Many 
of  these  new  channels  are  supported  by  our  acquisition  of  Fingerhut  Companies  Inc.,  a 
leading  direct  marketer,  online  retailer  and, provider  of  call  center  and  fulfillment  services. 

Included  in  Federated's  multi-channel  retoil'arsenal  today  are  more  than  28  direct  mail 
catalog  titles  sent  to  more  than  1 00  million  American  households  each  year.  These  include 
significant  businesses  such  as  Fingerhut,  Bloomingdale's  By  Mail  and  Macy's  By  Mail,  as  well 
as  more  targeted  catalogs  such  as  Outdoor  Living,  Arizona^Mail  Order  and  Bedford  Fair. 

Another  significant  part  of  extending 
our  reach  to  new  customers  through  an 
array  of  retail  options  -  and  in  many 
cases  driving  incremental  traffic  to  our 
stores  -  involves  selling  goods  and 
services  online  through  several  wholly 
owned  e-commerce  sites.  These  include 
macys.com,  bloomingdales.com  and 
fingerhut.com,  along  with  a  number 
of  smaller  Internet  sites  such  as 
andysgarage.com  and  a  tom /c/iv/ ng.com. 

In  addition,  Federated  owns  an 

equity  position  in  a  number  of  Junior's  deportments  ore  faking  on  a  new  look  to  oppeol  to  "Generotion  V 

Internet  companies.  One  of  these  is 

vfeddingchannel.com,  the  Internet's  leading  wedding  resource. 


Through  Federated's  partnership  with  wedd/ngchanne/.com,  customers  can  access 
bridal  gift  registries  for  nearly  350,000  couples  who  have  registered  online  or  at 
Federated's  department  stores  across  the  country.  This  fully  integrated  in-store/online 
registry  facilitates  gift-giving  for  a  couple's  wedding  guests,  no  matter  where  they  might 
live,  wedd/ngchanne/.com  quickly  has  become  a  destination  website  for  couples  planning 
a  wedding,  through  which  they  can  access  comprehensive  information,  tips,  checklists  and 
products  and  services  ranging  from  traditional  wedding  dresses  to  catering. 


Appealing  to 
Generation  V 

Federated  is  building  solid  rela¬ 
tionships  with  today's  "Generation  Y," 
those  less-than-20-somethings  who 
within  the  next  decade  or  so  will 
overtake  the  baby  boom  generation 
in  sheer  size  and  number.  So  haw 
are  we  reaching  them?  We  are: 

•  revamping  junior's  and  young  men's 
environments  within  our  department 
stores,  increasing  the  emphasis  on 
both  fun  and  fashion  with  music, 
foodservice,  visual  excitement 

and  the  integration  of  apparel 

assortments  with  other 
categories  appealing 
to  young  customers; 

•  reorganizing  the 
presentation  of  store 
assortments  to  emphosize 
hot  items  and  trends  - 
cargo  pants,  denim  and 
khaki,  for  instance. 
Capitalizing  on  the  hottest 
new  fashion  brands 
directed  to  teens  is  also 
part  of  this  strategy; 

•  building  exciting 

i  r  customers.  new  e-commerce  sjte$ 

tailored  to  this  young 
demographic,  while  driving  GenY 
business  to  our  "bricks-and-mortar" 
locotions  through  Internet  advertising 
and  promotions  on  our  department 
store  websites; 

•  lounching  o  new  Green  Dog  line  of 
tots-to-teens  opparel  ond  occessories 
that  will  debut  notionolly  just  in  time 
far  bock-to-school  shopping  this  foil. 


/ 


With  customer  demographics  and  expectations  changing  so  rapidly,  Federated  is 
reaching  out  to  today's ...  and  tomorrow's ...  shoppers  with  new  concepts  and  retailing 
techniques.  Bold  new  ideas  are  being  tested  across  the  country  in  a  process  of  redefining 
and  reconfiguring  the  department  store,  even  as  we  explore  new  avenues  for  enhancing 
the  online  and  catalog  shopping  experience. 

Our  goal  is  to  reach  existing  and  future  customers  most  effectively.  To  do  this,  we  will  be 
1 )  capitalizing  on  the  strengths  inherent  in  each  of  our  "brie ks-and -clicks"  retail  formats, 
and  2)  looking  for  innovative  ways  to  integrate  these  formats  in  order  to  meet  changing 
customer  needs  and  most  effectively  grow  sales. 

Some  of  the  new  concepts  we're  testing  are  immediate  hits  with  our  customers.  And 
when  we  find  ideas  that  work,  we  have  the  resources  to  roll  out  these  "best  practices" 
HjW  quickly  across  the  company.  On  the  other  hand,  when  ideas  fall  short  of  expecta- 
tions  we  have  the  tenacity  to  tweak  the  concept  and  try  again,  or  to  learn  from 
our  mistakes  before  we  mercifully  bury  them. 

m p I e s  abound... 

Interactive  in-store  computer  kiosks,  for  instance,  are  being  piloted  in  a 
/  Jg^n  variety  of  circumstances  -  and  have  the  potential  to  be  a  significant  new 
channel  to  fulfill  customer  needs  for  merchandise  beyond  what  might  be 
available  in  a  typical  department  store  inventory.  Kiosks,  in  foct,  are  a 
microcosm  of  the  "bricks-and-vclicks''  integration  envisioned  within  Federated. 

Case  in  point:  A  shopper  at  a  smaller  suburban  department  store  wants 
HHjjgfl  to  purchase  1 2  place  settings  of  fine  china^^a  category  that  store  displays, 
but  does  not  stock  in  depth.  She  can  examine  the  merchandise  on  display, 
then  use  a  touchscreen  computerized  kiosk  to  order  the  merchandise  with  a 
swipe  of  her  credit  card.  The  customer's  order  is  channeled  to  the  nearest 
Federated  distribution  center  with  the  china  in  stock,  and  it  is  shipped  directly 
to  her  home  within  hours  -  freeing  her  to  continue  shopping  the  store. 

Shoppers  in  many  of  our  stores  soon  will  be  finding  new  conveniences  to  improve  the\x 
shopping  experience.  These  may  include  additional  sitting  areas  to  relax  within  depart¬ 
ments;  roving  food  service  carts  selling  coffee,  juice  and  snacks;  a  service-laden  lounge  for 


VIP  customers;  upgraded  hair  salons  and  spas  and  numerous  other  extras,  all  of  which 
strengthen  the  destination  status  of  our  stores  while  enticing  customers  to  spend  more  time 
shopping  there. 

Federated's  successful  stable  of  private  brands  also  are  taking  on  new  looks  and 
dimensions.  Green  Dog,  a  national  line  of  tots-to-teens  apparel  and  accessories,  will 
debut  in  fall  2000.  Green  Dog  will  offer  kids  the  latest  hot  fashion  looks,  along  with  a 
more  sensible  way  of  coding  sizes  for  ease  of  shopping. 

Souson,  a  private  brand  of  bath  and  body  products  was  rolled  out  to  larger  stores  nation¬ 
wide  in  fall  1 999  as  part  of  a  larger  trend  toward  open,  assisted-sell  cosmetics  and  related 
merchandise  lines.  Open-sell  fixturing,  which  Federated  has  been  doing  in  cosmetics  areas 
in  its  stores  since  1996,  provides  customers  greater  opportunity  to  touch  and  feel  product, 
and  greater  freedom  to  select  merchandise  that  appeals  to  all  their  senses. 

Alfani,  a  Federated  brand  of  men's  contemporary  tailored  apparel,  was  extended/ 
successfully  to  women's  apparel  categories  in  1999.  Meanwhile,  l-N-C  International 
Concepts  -  a  widely  popular,  exc I u si ve-to- Federated  collection  of  updated^casual  apparel 
and  accessories  for  women  and  men  -  met  with  tremendous  customer; response  when  the 
line  was  added  to  Bloomingdale's  merchandise  offering  lastyear/ 

Meanwhile,  electronic  gift  cards,  which  we  pioneered  in'1998  as  a  replacement  for 
paper  gift  certificates,  have  become  an  important  component  of  Federated's  strategic 
positioning  as  a  gift  headquarters  for  customers  .-Gift  cards  can  be  purchased  in-store, 
online  or  by  phone  -  and  with  stored  values  at  whatever  amount  a  customer  chooses. 
Creatively  designed  cards  for  special, events  and  occasions  make  gift-giving  more  fun,  and 
in  some  cases  our  electronicgift.cards  have  become  lasting  momentos  and  collector's  items, 

The  spirit  of  innovation  also  has  stimulated  new  approaches  in  mail  order  catalog 
businesses.  At  Fingerhut,  for  instance,  assortments  are  being  molded 
into  lifestyle  catalogs  that  can  be  closely  targeted  to  specific  > 

customer  groups,  with  enhanced  graphic  design  to  /  '' 

support  a  more  compelling  visual  presentation.  J 


ALFANI 


9 


evv  Enerqy/New  Affifudes 


The  most  effective  way  to  improve  a  business  is  to  step  back  and  look  for  fresh  approaches 
to  persistent  challenges,  with  the  understanding  that  conventional  wisdom  cannot  be  allowed 
to  impede  success. 


IS  what  you 

y ^goigtocqlle^fqr.. 


\  \  \  \ 

Federated^: 


I  DU  Vi  tom  lUh/lmrytatt'i  |  M 


Federated  made  a  quantum  leap  forward 
in  1 999  toward  its  objective  of  recruiting  i 
the  brightest  and  most  promising  /  ’ 

college  graduates  for  entry-level  / 

executive  management  training  / 

positions.  The  company  became  J 
the  first  major  retailer  -  and  /} 
among  the  first  major  corporations  ^ 
in  any  industry  -  to  build  and  j  \ 
launch  a  separate  Internet  site'  \ 


specifically  for  college  recruiting. 
Since  hitting  the  web  in  the  fall.  Federated's 
reta//o/ogy.com  site  has  attracted  thousands  of 
student  visitors  -  and  hundreds  of^qualified 
applicants  for  full-time  and  intern  positions. 


To  facilitate  professional  growth  at  the 
middle-  and  senior-management  levels,  the 
Federated  Leadership  Institute  was 

■  American  Express  and  the  National  Retail 

Federation,  and  more  than  400  employees, 

/ 

a  including  division  principals,  corporate 
executives  and  stare  managers  benefited 
from  the  program  in  1999.  This  year,  the  program  will  be  expanded  to 
encompass  management-level  merchant^and  operating  executives.  / 

Technology  and  ingenuity  continuyto  make  Federated's  methods  / 
of  transacting  business  more  sophisticated  and  efficient.  J 


*  -V- V,.v- 


Divisional  merchants  have  begun  using  a  proprietary  system  to  download  lists  of  vendor 
products  and  write  purchase  orders  directly  from  their  laptop  computers  in  one  seamless 
process  -  whether  they  are  in  a  vendor's 
showroom,  on  an  airplane  or  in  their  offices. 

Once  merchandise  is  bought,  another 
proprietary  tool  provides  merchants  and 
distribution  teams  real-time  access  to 
ythe  status  of  orders  through  the  entire 
‘chain  of  supply.  This  system  is  being 
used  to  ensure  optimal  delivery  of 
l  merchandise  to  the  selling  floor  - 
x\  and  thus,  to  customers. 


As  a  company  rich 
detailed  data  on 
customer  needs 
and  preferences, 
Federated  is 
beginning  to 
tap  Fingerhut's 


With  plenty  of  sunlight,  the  remodeled  furniture  floor  ofMacy's  Union  Square  in  San  Francisco 
underscores  fresh  approaches  to  the  department  store  business. 


expertise  in  data  collection  and  management  to  find 
better  ways  to  target  merchandise  offerings  and 
marketing  to  department  store  customers.  The  Fingerhut 
database  alone  holds  up  to  1 ,400  data  elements  - 
including  demographics,  product  preferences,  birthdays 
and  anniversaries  -  on  more  than  30  million  customer  house¬ 
holds.  Together  with  Federated's  department  store  customer 
files,  they  comprise  one  of  the  most  potent  data  warehouses 
in  American  retailing. 

The  world-class  order  fulfillment,  logistics  and  distribution 
organization  of  Fingerhut  will  bemused  increasingly  in  the  coming 
years  to  improve  back-of-the-house^functions  of  Federated's  direct-to- 
customer  business.  Moreover,  through^Fingerhut  Business  Services, 

Inc.,  Federated  is  generating  revenue  by  providing  fulfillment  services 
to  third  parties,  such  as  Wal-Mart,  for  Internet  order  fulfillment. 


New  Bricks  and  Mortar 


Underscoring  the  importance  of  its  premier  department  stores  as  the  sales  and  profit  engine  of  the 
company,  Federated  continues  to  invest  heavily  in  providing  customers  the  most  exciting  store  environments. 

In  1999,  the  company's  store  upgrade  program  was  highlighted  by  extensive  improvements  at  its  three 
largest  flagships  -  Bloomingdale's  59th  Street  and  Mac/s  Herald  Square  in  Manhattan,  and  Mac/s 

Union  Square  in  San  Francisco.  Together,  these  multi-year  store 
upgrades  involve  our  highest-volume,  highest-visibility  locations. 
Macy's  Union  Square  project  was  completed  in  1 999,  with  work 
at  the  New  York  Macy's  and  Bloomingdale's  stores  slated  to 
continue  through  next  year. 

In  all,  Federated's  capital  plan  for  2000-2002  calls  for 
spending  $1 .3  billion  an  approximately  120  separate 
department  store  remodel  projects. 

Some  of  those  remodels  will  include  overhauling  existing 
junior's,  young  men's  and  activewear  departments  -  key 
growth  businesses  for  the  years  immediately  ahead.  In  some 
cases,  junior's  and  young  men's  may  be  brought  together  to 
create  dynamic  environments  where  young  customers  can 
meet,  socialize  and  shop. 

These  departments  will  have  painted  concrete  floors  to 
accentuate  the  fashion  edge,  trendy  snack  vending  machines, 
and  edited  assortments  of  merchandise  -  such  as  music  and 
books  -  beyond  apparel  and  accessories.  In  some  stores,  the 
departments  will  have  leased  kiosks  where  customers  can  buy 
technology- related  products  such  as  beepers  and  cellular  phones. 

Store  environments  also  are  improved  through  the  use  of  technology  to  speed  customer  transactions 
and  enhance  convenience,  such  as  electronic  sign  and  scanner  systems,  and  telephone  headsets. 

In  some  stores,  for  example,  headsets  allow  sales  specialists  in  large,  busy  women's  shoe  departments 
to  communicate  with  runners  assigned  to  locate  and  retrieve  merchandise  from  storeroom  shelves.  This 
permits  sales  specialists  to  serve'several  customers  simultaneously,  rather  than  one  at  a  time. 

Federated  also  will  continue  to  build  new  stores  to  fortify  its  presence  in  important  markets,  expand 
to  adjacent  markets,  and  serve  growing  population  centers.  The  three-year  capital  budget  for  new 
stores  is  approximately  $900  million.  Four  new  department  stores  and  two  new  furniture  galleries 
opened  in  1999,  consistent  with  the  planned  pace  of  opening  five  to  eight  new  locations  each  year  in 
the  early  part  of  the  decade.  And  in  2000,  the  company  plans  to  open  eight  new  department  stores  and 
four  furniture  stores. 


The  new  Burdines  at  Aventura  Mall  in  Miami  opened  in  1999  to  rave  reviews 
for  store  architecture  and  visual  presentation.  \ 
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New  Horizons 


Mastering  the  future  requires  vision  and  common  sense.  Federated  is  and  will  remain  at  heart  a  department 
store  company,  yet  not  just  a  department  store  company.  Never  have  there  been  so  many  alluring  opportunities  to 
pursue  new  directions  -  especially  considering  the  impact  of  emerging  technologies  such  as  e-commerce.  It  seems 
that  each  new  day  brings  new  developments  beckoning  investment  and  promising  silver  bullets. 

The  faster  and  more  complex  our  business  becomes,  however,  the  more  disciplined  we  must  be  in  focusing  on 
the  single  unwavering  and  inevitable  ingredient  for  success  -  taking  care  of  the  customer.  That  means  continuously 
improving  our  ability  to  deliver  excitement,  quality,  convenience  and  value. 

Federated  will  pursue  new  channels  of  growth  aggressively,  but  never  recklessly.  We  will  listen  to  our  customers 
and  seek  ways  to  take  them  into  the  future.  We  will  position  ourselves  thoughtfully  to  foster  relationships  with  new 
market  segments  and  demographics  down  the  road.  We  will  invest  whatever  is  necessary  to  attract,  develop  and 
retain  the  best  people  in  the  retailing  business.  We  will  keep  our  infrastructure  well-toned  for  continued  efficiency. 
We  will  continue  to  build  our  retail  nameplates  into  genuine  brands  with  meaning  and  excitement  for  our  shopper. 

Federated  is  a  company  dedicated  to  sustaining  success  at  retail's  cutting  edge.  That  means  never  forgetting 
who  we  are  and  where  we  came  from,  never  being  quite  satisfied  with  today,  and  knowing  that  what  we  will 
become  tomorrow  won't  be  good  enough  to  stay  ahead  for  long. 


Recognizing  that  talented 
and  motivated  people  are  the 
key  to  ongoing  success  at 
Federated,  the  company  once 
again  recognized  its  top 
selling  ^service  professionals 
by  inducting  them  into  the 
Star  Academy  for  superior 
performance,  Honored  in 
/ 1 999  were  the  following 
individuals,  photographed 
at  Macy's  Herald  Square 
store  in  New  York  prior  to 
the  induction  ceremony; 


Standing,  left  to  right;  Jose  Aguilar,  Macy's  East,  Arlington,  VA ;  Joyce  Yavenue,  Burdines,  West  Palm  Beach  Gardens,  FL; 
George  Wetzler,  Macy's,  White  Plains,  NY;  Robert  Lytle,  Macy's  West,  Costa  Mesa,  CA ;  David  Hayes,  The  Bon  Marche, 
Tacoma,  WA;  Celinda  Puente,  Stern's,  Jersey  City,  NJ;  Jim  Young,  Lazarus,  Cincinnati,  OH;  Bharat  Parekh,  Stern's, 
Bridgewater,  NJ;  Maureen  O'Farrill,  Bloomingdale's,  Hackensack,  NJ;  Dexter  Rosenblatt ,  Burdines,  Sarasota,  FL 
Seated,  left  to  right;  Richard  Vollkommer,  Bloomingdale's,  New  York,  NY;  Jaleh  Samandar,  Macy's  West,  Santa  Monica, 
CA;  Joon  Glasspoole,  Lazarus,  Dublin,  OH;  Greg  Watters,  The  Bon  Marche,  Roseburg,  OR, 


Visit  Us  On  The  Web 

Corporate  Website 

www.federated-fds.com 

Community 

www. federated-fds.com/ community 

Customer  Service 

www.  federated- fds.  com/ contact 


|Ocomi?'|  ytefes  -■= 


Board  of  Directors 


Meyer  Feldberg 

Dean 

Columbia  Business  School, 
Columbia  University 

Earl  G.  Graves,  Sr. 

Chairman  & 

Chief  Executive  Officer 
Earl  G.  Graves,  Ltd. 

George  V.  Grune 
Chairman 
DeWitt  Wallace  & 

Lila  Wallace-Reader's 
Digest  Funds 


Sara  Levinson 

President 

NFL  Properties,  Inc. 

Terry  J.  Lundgren 
President  &  Chief 
Merchandising  Officer 
Federated  Department 
Stores,  Inc. 

Joseph  Neubauer 

Chairman  & 

Chief  Executive  Officer 
ARAMARK  Corporation 


Joseph  A.  Pichler 

Chairman  & 

Chief  Executive  Officer 
The  Kroger  Co. 

Ronald  W.  Tysoe 
Vice  Chairman 
Finance  &  Real  Estate, 
Federated  Department 
Stores,  Inc. 

Karl  M.  von  der  Heyder 
Vice  Chairman 
PepsiCo,  Inc. 


Craig  E.  Weatherup 

Chairman  & 

Chief  Executive  Officer 
The  Pepsi  Bottling 
Graup,  Inc. 

Marna  C.  Whittington 
Chief  Operating  Officer 
Morgan  Stanley  Dean  Witter 
Investment  Management 

James  M.  Zimmerman 

Chairman  & 

Chief  Executive  Officer 
Federated  Department 
Stores,  Inc. 


www.bloomingdates.com  reflects  the  fashian-forward 
excitement  associated  with  the  Bloom  ingdale's  brand. 


Fingerhut  customers  can  shap  its  web  site, 
www.fingerhut.com  ar  mail  order  catalogs 
24  hours  a  day,  7  days  a' week. 
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The  partnership  between  wedcf/ngc/ianne/.cam 
and  Federated  creates  the  ideal  union  af  the  in-store 
and  online  bridal  registry  worlds. 


Corporate  Management 

Executive  Officers 

Senior  Vice  Presidents 

Vice  Presidents 

James  M.  Zimmerman 

Dennis  J.  Broderick 

Joel  A.  Belsky 

Carol  A.  Sanger 

Chairman  &  CEO 

General  Counsel  & 

Controller 

Corporate  Communications 

Terry  J.  Lundgren 

President  &  CMO 

Secretary 

Karen  M.  Hoguet 

David  W.  Clark 

Executive  and 

&  External  Affairs 

John  R.  Sims 

Ronald  W.  Tysoe 

Vice  Chairman 

Chief  Financial  Officer 

Organizational 

Deputy  General  Counsel 

Rudolph  V.  Javosky 

Development,  Diversity/ 
Training/Campensatian 

Joseph  F.  Vella 

Finance  and  Real  Estate 

Design  &  Construction 

Employee  Relations 

Thomas  G.  Cody 
Executive  VP 

Legal  &  Human  Resources 

Neal  J.  Glueck 

Tax 

Gary  J.  Nay 

Real  Estate 

Division  Principals 

Department  Stores 


www.macys.cam,  the  industry's  leading  online  department 
store,  is  part  of  y"bricks-and-clicks"  strategy  for  Mac/ s. 


Bloomingdales 

Michael  Gould 

Chairman 

The  Bon  Marche 

Daniel  H.  Edelman 
Choirman 

Timothy  M.  Adams 
President 

Burdines 

Susan  Kronick 
Chairmon 

Michael  J.  Osbarn 
President 

J.  David  Scheiner 
Vice  Chairman  & 
Director  of  Stores 

Macy's  East 

Harold  D.  Kahn 

Chairman 


James  E.  Gray,  President 

Peter  R.  Sachse 
Vice  Chairman  & 

Director  of  Stores 

Macy's  West 

Jeremiah  J.  Sullivan 
Chairman 

Robert  Mettler,  President 

Rudolph  J.  Borneo 
Vice  Chairman  & 

Director  of  Stores 

Rich's/Lazarus/ 

Goldsmith's 

Arnold  Orlick 
Chairman 

Edwin  J.  Holman 
President 

Stern's 

Ronald  Klein,  Chairman 

James  N.  Andress 
President 


Support  Operations 

Federated  \ 

Merchandising 

Group 

Janet  E.  Grove 
Chairmon 

Leonard  Marcus 
President 

Financial  and 
Credit  Services 

James  J.  Amann 
Chairman 

Federated  Logistics 
&  Operations 

Tam  Cole,  Chairman 

Federated  Systems 
Group 

James  J.  Amann 
Chairman 

Larry  A.  Lewark 
President 


Federated  Direct 

Jeffrey  Sherman 

Chairman 
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Disclosure  of  delinquent  filers  pursuant  to  Item  405  of  Regulation  S-K  is  not  contained  herein,  and  will 
not  be  contained,  to  the  best  of  registrant’ s  knowledge,  in  definitive  proxy  or  information  statements 
incorporated  by  reference  in  Part  111  of  this  Form  10-K  or  any  amendment  to  this  Form  10-K, 

There  were  211,548,809  shares  of  the  Company’s  Common  Stock  outstanding  as  of  April  1,  2000, 
excluding  shares  held  in  the  treasury  of  the  Company  or  by  subsidiaries  of  the  Company.  The  aggregate 
market  value  of  the  shares  of  such  Common  Stock,  excluding  shares  held  in  the  treasury  of  the  Company  or 
by  subsidiaries  of  the  Company,  based  upon  the  last  sale  price  as  reported  on  the  New  York  Stock  Exchange 
Composite  Tape  on  March  31,  2000,  was  approximately  $8,964,400,000. 

—  ■  Documents  Incorporated  by  Reference 

Portions  of  the  definitive  proxy  statement  (the  “Proxy  Statement”)  relating  to  the  Company’s  Annual 
Meeting  of  Stockholders  to  be  held  on  May  19,  2000  (the  “Annual  Meeting”),  are  incorporated  by  reference 
in  Part  III  hereof.  ‘  J 


'  Unless  the  context  requires. otherwise,  (i).  references  to  “the -Company  ”,are;fonall  periods  p'rior.  to.  ■  ' 
[December  19,  1994 (the  “Merger. Date”);  references,  to 'Federated ’Department' Stores;  Inc.  (“Federated”)  and 
its  subsidiaries  and  their  respective  predecessors,  and  for  all  periods  following  ,  the  merger  (the  “Merger”),  of 
Federated  and  R.H.  Mqcy  &  Cosine,  (“Macy’s”  )  on  the  Merger;Date,  references  to  the  surviving  corporation 
.  in  the  Merger  and  its  subsidiaries  andfiij  references  Jo  “1999”  “1998,”  “1997,”  “1996”  ahd“1995”  are 
references  to  the  Company’s  fiscal,  years  ended  January  29,  2000,  January  30,  1999,  January  31,  1998,  ‘ 

February  1,  '1997/and iFebruary  3,i1996,crespectively.pi^  Vi »-  v‘  .i  .  v  '  ' 

\  fit!5  c^‘°ty?!'t>rei?prts,  statements  arid  Wormatipnfpjr^i^lyoKsi^sequenilyfiled  by'ihe 
Company  -with 'the  Securities  and  Exchange.  Commission  (the  “SEC”)  "contain  ormay%ntain  fonvard-looking . 
statements Such  statements  are  [based  upon  t  the  beliefs  and  'assumptions  ' of  ' and  on  'information 'available  to, 
the  management  of  the  Company iat  the  time  such  statements  are  'made!  Thefollqwing  are  or. may  constitute 
forward-iookirig  statements  withui  the  ' meaning  of  the  Private  'Securities  'Litigation' Reform  Act  of  1995: 

(i)  statements  preceded  by,  followed  by  or  that  include  the 'words,  “may,,”  “will,”'' “could,  ”  “should,  ”  -  ‘ 

“believe,”  “expect,’.’-  “future;/. /potential,”  “anticipate, ’/  “intend; ”.:“plan, ”  “estimate’.’  or  “continue”  or  the 
negative  or  other  variations,  thereof  and  (ii)  statements  regarding  matters  that  are: not  'historical'^ acts.  Such 
forward-looking  statements  arejubject  to  various  risks  and,  uncertainties,  including  (if. risks  and  uncertainties 
relating  to  the  possible  invalidity  of  the  underlying  beliefs  and  assumptions,  (ii)  possible  changes  or,*  *  *  • 

developments  in  social,  economic,  business,  industry,  market,  legal  and  regulatory  'circumstances. and 
conditions,  and  (Hi)  actions t  taken  or  omitted  to  be  taken  by  third  parties,  including  customers,  suppliers, 
business  partners,  competitors  and’ legislative,  regulatory)  judicial  and  other  governmental  auihoriiies'and 
officials!  In  addition to  'anyt  risks' indjmeeriainties  specifically  identified '  intHeJext  rsurfbuh'ding  such  forward- 
looking  statements,  the  statements  in  the  immediately  preceding  sentence  and  the' statements -under  captions 
such^as'  “Risk  Factors”  and  [Special  Conshderations/  inKpoft's)  statements  and  information  filed  by  the 
Company  with  the  SEC  from  time 'to  time  constitute  cautionary  statements  identifying  jmpbrtdnt'fiictdry  that 
.'could  cause  actual  amounts,  results,  events  and  circumsttihces'to  differ  mate riatiy fib n/tho^e  reflected1  in  such 
forward-looking,  statements,  /  ...  ^  ;l  .  ,■  *.  „ 


Item  1.  Business. 


•I  Vi 


'  i  > 


•  :  General::  The  Company,  through  .its  subsidiaries,  is.one  .of  the  leading  operators'  of  full-line  department 
stores  in  the  United  States,  with  overv400. department  stores  in  33  states  as  of: January  29,  2000,' The  ; 
Company’s  subsidiaries  operate  department  stores  under  the  names  “Bloomingdale’s,”  “The  Bon. Marche,”  ' 
Burdines,  Goldsmith’s,  ‘‘Lazarus,”  ‘‘Macy’s,”  “Rich’s”  and^ ‘‘Stern’s,’” These  department  stores  sell  a 
wide  range  of  merchandise,  including  men’ s,  women's*  and  children’s  apparel'  and  accessories,  cosmetics’.  ' 
home  furnishings  and  other  consumer  goods,  and  are  diversified  by- size  of  store,  merchandising  character 'and 
character  of  community  served., The  department  stores*  are  ..located -at,. urban  or  suburban. sites,  principally 51  in 
densely  populated  areas,  across  the;.United<  States,  ,r  d ^  if* -•-(*“  ,»  v  .pvr  ■ 

^?;.Gomp^y,  through  its  division,  Federated  Direct,  ( also  operates*  direct- to-customer  mdil  catalog  **  . 
businesses  under  the  names  “Bloomingd^leV  By  Mail,”  “Macy’s. By  Mail”  ^’“Fingerfiut,,’/mdlei^^nic 
commerce  businesses  which,  provide  goods  ‘and  services  online "through  its  subsidiary  Fingerhut' Companies,  '  ' 
Inc.  (“Firigerhut”)  and  unden  the-  names ,  “bioomingdalesxom’Vand  “macys.com.”  Through  Fingerhut,  the 
Company  ,  operates  a,  database  *marketing  business  that'  sellsva  broad: range  of  .products  and  services:  through  . 
catalogs,  direct  marketing  .and  the  Internet, -including,  (i)  Figi’s,  a  food  and  gift  catalog  business;  (ii)  Arizona- 
Mail  Order  and  Bedford:Fair,  both.apparel  catalog  businesses;  and(iii)  Popular  Club,  a  membership-based 

general  merchandise  catalog  business^  FingerKut-also  offers  a  broad  range  of  services  to  third  parties, s 


including  telemarketing^  direct  marketing,  information  management,  warehousing,,  product  fulfillment  arid'  "  ) 
distribution,  order  and  returns  processing, ’customer  service iand  credit- related, services.  The  Company  also  has, ; 
investments  in  entities  engaged  in  complementary. businesses,  including. Internet  businesses... >.  i  ,  vJ. 

X-  ‘  i'-‘  *;:•*  .  *■' '  "■  (v i  v,  '  'v  *  ‘  ,  11. 1 

The  Company. .provides  various  support  functions  to  its  retail  pperating  divisions  (except  Fingerhut)  on  * 

an  integrated,  company-wide  basis.  ‘  ,  ‘ v\'£  "  ^  ^  ’  «  .  '  "  : 

•  The  Company’s  financial  and  credit  services  subsidiary,  FAGS  Group,  Inc.  (“FAGSV)i  supports  the ^ 

-  proprietary  credit  programs  of  the  Company’s  retail  operating  divisions  in  respect  of  all  proprietary  ‘  . 
credit  card  "accounts  owned  by  the  Compainy  except’ support  relating  to  statement  mailing  and  payment 
"*  'processing,  which  is  provided. by  GE  Capital  Consumer  Card  Co!  (“GE  Bank”).  GE  Bank  owns  all' of 
;  .  the  “Macy’s”  credit  card  accourits  originated  prior  to  the  Merger" arid  an  allocated  portion  of  the  '  /• 
v  '“Macy’s”  credit  card’accounts  originated  subsequent  to  the '  Merger!*  In  addition,  FACS' provides  %r  ' ' 
payroll  and  benefits  services  'to  the’  Company’s- retail- operating’  and  service  divisions.  5’)" 

- The  Company’s  data  processing 'subsidiary;  Federated  Systems  Group,  Iric.  (“FSG”);  provides  -  ' 

.  .-(directly  and.pursuanti to  outsourcing  arrangements  with  third  parties) ^operational. electronic  data  *.  * 

■'  ■  processing  and  management  information '.services  to- each  of -the  Company’s  retail  operating-  and  - 

service  divisions";-  * .  •-  y.--.v..(  •><_  U*  -  .  v.  \;  ‘  >’  l4  V«'..  » 

• .  Federated.  Merchandising  *Grbup"(“FMG^  j;r  a  division , of  the  Company  *  helps  the  Company;  to  centrally 
.  develop  and!  execute.consistent"merchandise.;strategies  while  retaining' the  ability  to  tailor  merchandise . 
assortments  and  strategies- to -the  particular  "character ’.and  customer  base  of.  the  Company’s  various' 
department  store  franchises^  FMG  is  also  responsible  for  ;a|l  of  the  private  labei  development  of  the 
Company’s  retail  operating  divisions  except  for  Bloomingdale’s  and  Stern’s,,  which  source)  some  of. 

„  their  private  label  merchandise  through  Associated  Merchandising  Corporation.  Bloomingdale’s  also 
has  ite.own  private  label  progr^  and  sells  some  of  FMG’s  merchandise.  **  )\  ,  "  . 

•  Federated  Logistics,  a  division  of  a  subsidiary  of  the  Company,  provides  warehousing  and'  .* 

merchandise  distribution  services,  store  design  and  construction  services  and  certain  supply  purchasing 
services  for  the  Company’s  retail  operating  divisions.  '  -  <><••  m;‘  vv.), 

A  specialized  staff  maintained fin.the:Company’s. corporate  offices  provides  services  for  all  divisions  of 
the  {Company  in  such- areas  as  accounting,  real  estate  .and; insurance, -as  well  aswarious  other,  corporate 
-•  office. functions.  ;-V  ,  ,  i  .  :*•  ••  n-.(  ;-.j  i-  w«  *.  />.<  .rw 

.  FACS,  FSG,  FMG^and  certain  departments  iri  the  Company’s  corporate  offices’^also  offer  their  services  to 
unrelated  third  parties.  ‘  t  -l)'  Vj, ,  -7-  V  ,  ►  '  J'n'  '**'  •*  ! 

^Fingerhut  conducts  its;retail- business  thoughrits- principal  subsidiaries  Fingerhut  Corporation,  Figi’s  Inc;, 
Arizona- Mail  Order  Company,  Inc.,  Bedford  Fair  Apparel,  Inc.,  Popular  Club* Plan, -Inc. -and  Axsys  National- 
Bank,  which  provides  credit  for  customers’  purchases  in  the  fohn  of  revolving  credit  card  loans.  Other  ,,  ? 

Subsidiaries ,‘of  Fingerhut' support’ such  retail  operations  by  providing ‘data*  processing,  ^stomer ’service,  ‘  ’ 
telemarketing  and  fulfillment, services)’ as  well  another  corporate  office  functions.  "  "  :  *(  *'  1  '  ; 

The' Company  and- its  predecessors; have  been  operating*departfnent*stores  since  1820.  Federated -was 
orgariized  as  a  Delaware  corporation  in  1920.  On  May. -26, » 1994;  Federated  acquired  Joseph  Home- Co:,. Inc.  j 
pursuant  toa  subsidiary  merger. ’On  December  19,  1994,. Federated  acquired  Macyis  pursuant- to  the.Merger.  , 
On  October  11; -1995,  the  Company- acquired  Broadway  Stores;. Inc.- (“Broadway.’’), pursuant  to  a  subsidiary,  ' 
merger.  On  March  .18,  1 999;  the  Company 1  acquired-  Fingerhut  ‘pursuant  toa  ■  subsidiary  ■  merger;  *  ...  . 
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5  '  The  Company’s  executive;  offices- are  located,  at -151'  West  34th  Street,.  New.  York,  New  York-  10001," 
telephone  number;  (212)  494-1602  and;,  at' 7  West  Seven th/Street*  'Cincinnati,  Ohio  45202,  telephone  number: 
(513)  579-7000.  ’ 

Employees.  As  of  January  *29,'  2000, -the  Company  had  approximately  133,000  regular  full-time  and 
part-time  employees.  Because  of  the ‘seasonal  nature'  of  the  retail  business,  the'number  of  employees  peaks  in 
the  Christmas  season.  Approximately  10%  of  the  Company’s  employees  as  of  January  29,  2000  were 
represented  by  unions.  Management  considers  its  relations  with  employees  to  be  satisfactory. 

,  Seasonality .  The  retail  business  is  seasonal  in  nature  with  ( a  high  proportion  of  sales  and  operating 
income  generated  in  the  months  of  November  and  December.  Working  capital  requirements  fluctuate  during  , 
the  year,  increasing  somewhat  in  mid-summer  in  anticipation  of  die' fall’ merchandising  season  and  increasing 
substantially  prior  to  the  Christmas  season  .when  the  Company  must-carry  .significantly  higher  inventory  . 
levels.  «,  -  k, ;J\  .til*  '  •  **  -f.  r#  ...  .»  '  \  •  • 

.  .  Purchasing .  The  Company  purchases  merchandise  from  many  suppliers,  no  one  of  which  accounted  for 
more  than  5%  of-the  Company 'smet.purchases!  during-' 1999.  The  Company  has  no  long-term  purchase  - 
commitments  or  arrangements  with* any  of  its.  suppliers,  and  . believes  that  it,  is  riot. dependent  on  any  one 
supplier.  The  Company  considers  its  relations  with  its  suppliers  to  be  satisfactory. 

Competition.  The  retailing  industry,  in  general,  and  the  department  store  and  direct-to-customer 
businesses;  in  particular,  are  intensely  competitive.  Generally,,  thejCompany’s, stores  compete- with  other 
department  stores  in  the -geographic  areas;  in  .which  they  operate:  jni  addition,  both  the  Company’s,  department 
stores  and  direct-to-customer  operations  compete  with -numerous  other  types ^.of  retail  outlets,  including  , 
specialty  stores, -general -merchandise  stores,  offrprice.and.discount  stores,  new  and  established  forms  of  home 
shopping  (including  the; Internet,. mail/order  catalogs  and- television)  and  manufacturers’  outlets.  :  . 

*  ,i  *•  •  :  t*  .-1  /•  ■•  **.  -'**>-  - 

Operating  Segment  Information .  .TTie  ^information  set .  forth  in  Note  1 6  to  Con  soli  dated !  Financial 
Statements  appearing  elsewhere  in  this  report  is  incorporated  by  reference  into,  this  Item  1.. 

Item  1  A.  Executive  Officers  of  the  Registrant  .  *  .  .  f  .  * 


tb  The  following  table  sets  forth  certain. information  regarding  the  executive  officers  of  the. Company;  j 


i  '  Name  •"  ^  - 

-  :  Age 

<  '  Position  with  the  Company  . 

James  M.  Zimmerman  .  .  . 

. .  '56 

Chairman  of  the  Board -and  Chief  Executive*  Officer;  Director 

Terry  J.  Lundgren . 

. : . :  •  47 

..President  and  Chief  Merchandising, Officer;  Director  : 

Ronald  W.  Tysoe  . 

. ; .  47 

Vice  Chairman,  Finance  and  Real  Estate;  Director 

Thomas  G.  Cody . 

.  58 

Executive  Vice  President,  Legal  and  Human  Resources 

Dennis  J.  Broderick . 

. .  51 

Senior  Vice  President;  General  Counsel  and  Secretary 

Karen  M.  Hoguet . 

.  -43 

Senior  Vice  President  and  Chief  Financial  Officer 

Joel  A.  Belsky . . 

. . .  46 

Vice  President  and  Controller 

James  M.  Zimmerman  has  been  Chairman  of  the  Board  and  Chief  Executive  Officer  of  the  Company 
since  May  1997;  prior  thereto  he  served  as  the  President  and  Chief  Operating  Officer  of  the  Company  since 
'May  1988.  .  , 
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Terry  J.  Lundgren  has  been -President  and  Chief  Merchandising' Officer  of  the  Company^ since  May  1997 
and  served  as  the  Chairman  of  the  Company’ svFederated  Merchandising,  Group  division  from ‘February  1994 . 
until  February  19,  1998.  . 

Ronald  W.  Tysoe.has  been  Vice  Chairman,  Finance  and  Real  Estate  of  the  Company  since  April  .  1990 
and  served  as  Chief  Financial  Officer  of  the  Companyrfrom  April  1990  until  October  31,  1997.  , 

Thomas  G.  Cody  has  been  Executive  .Vice  President,  Legal  and  Human  Resources  of  the  Company  since 
May  1988.  .  /  '  >  ’u“'  J'  ""  '  '  "  ’  -  11 .  * ^ 

Dennis  J.  Broderick  has  been  Secretary  of  the  Company  since  .July '1993*  and  Senior  Vice  President  and 
General  Counsel  of  the  Company  since  January  1990.'  -  .  •  •  •  •' 

Kareri  M.  Hoguet  has  been  Senior  Vice-President  of  the  Company  since  April  1991  and  Chief  Financial- 
Officer  of  the  Company  since  October  31,  1997.  Prior  to  July  6,  1999,  Mrs.  Hoguet  served  as  the  Treasurer /n: 
of  the  Company  since  January  1992. 

-  Joel  A.’-Belskyhas  been  Vice  President  and  Controller  of- the  Company  since  October  1996..  Prior  *  .“t  r 
thereto,  hevserved  as  Divisional1  Vice  President  and  Deputy 1  Controller  of  the  Company  since  March!  1993.  r-  *.  - 


Item  2.  Properties.  •  ’  ■ 

»  .o'"  v.Z<r  .  ■  •'  ■  *  .  :■  •  .v  %  '  s  -v.,  : 

The  properties  of  the  Company  consist -primarily  of  stores  and  related  retail  facilities,  including  - 
warehouses' and  distribution  and  fulfillment*  centers. -The  Company  also  owns1  or  leases  other  properties,' 
including  corporate  office  space  in  New  -York  and  Cincinnati  and  otheri facilities  at  which  centralized-  -  i 
operational  support  functions  are  conducted;  As  of  January  29;  2000,  the  Company  operated '403  department  1 
stores  in  33  states,- comprising' a  total  of  81;914,000  square  feet; -Of  such' department  stores, ‘197  were  entirely 
or  mostly  owned  and  206  stores  were  entirely  or  mostly  leased.  Pursuant  to  various  shopping  center 
agreements/ the  Company  is  obligated  to' operate  certain  stores 'within  the  centers'  for  periods  of  up  to 
20  years.  Some  of  these  agreements  require  that  the  stores  be  operated  under  a  particular  name.  ”**  ■’ 

Item  3.  Legal  Proceedings.  r  ^  *j»*  -  •  *  H’,''  ‘-/l  ■’  * 

The.Company  and  its  subsidiaries  *  are  involved  in  various  proceedings  that  are  incidental  to  the  normal 
course  of  their  businesses.  The  Company  does  not  expect  that  any  of, such  proceedings  will  have  a  material 
adverse  effect  on  the  Company’s. financial  positipn  or  results  of  operations.  ^ 

Item  4.  Submission  of  Matters  to  a  Vote  of  Security-Holders.  ‘  ‘  ' 

N°ne.  . 


PART  II 


i }  .  • 


Item  5.  Market  for  Registrant’s  Common  Ecjuity  and 'Related' Stockholder  Matters.  \  ; 

The  Common  Stock  is  listed  on  the  New  York, Stock  Exchange  (the  “NYSE”)  under  the  trading  symbol 
“FDi’VAs  of  January  29,  2000,  the  Company  had  approximately  16,000  stockholders  of  record.  The 
following  table, sets  forth*  for- each  fiscal  quarter  during' 1999  and  1998  the  high  and  low  sales  prices  per  share 
of  Common  Stock  as  reported  on  the  NYSE  Composite  Tape: 

1999  .  '  1998  .  ,  .  \ 


h  V  ;;  :tv.;  ! 

.  *  ?  '  l  '  LOW 

High 

Low 

High 

1st -Quarter  . 

:■!>/  36.438 

47.125 

42.750 

•53.000* 

2nd-Quarter 

. V'.".  45.938 

‘  57.063  ‘ 

49.813 

’  56.188 

3rd,Quarter  .,.  .  . .  .  . 

. . .  38.438 

52.875* 

32.813 

53.313 

4th  Quarter  .  rf - 

. . . .  40.938 

53.875 

35.938 

46.375 

The  Company  has  not  paid  any  dividends  on  itsCommon"  Stock  during  its  tworhost 'recent  fiscal  years, 
and  does  not  anticipate  paying  any  dividends  on  the  Common  Stock  in  the  foreseeable  future.1 


Item  6.  Selected  Financial  Data^ 


■;>«  t 


The  selected  financial  data,  set,  forth  belpw  should  be  read  in  conjunction  .with  the  Consolidated  Financial 
Statements  and  the  notes  thereto  and  the  other  information  contained  elsewhere ^in. this  report/ 


"  -52  Weeks  -  *  52  Weeks  '  '  52  Weeks  '  52  Weeks'  1  -  53^ Weeks 

•  ,Ended  ■  .  Ended,  i  Ended  .»>•*  ^  Ended  .*  ^l.Ended, 

,  .  January  29,  January  30,  .  January  31,  February  1,  February  3, 
^  2000  1  1999  *-^1998 4  1997  ’  ^  #*199* 


(millions,  except  per  share'data)  .*' 


Consolidated,  Statement  of  Income  Data:  ■  ■’ 

Net  sales  . .vt . . . . .....* J. 

Cost  of  sales . . . . 

Selling,  general  and  administrative  expenses  . . . 

Operating  income . . . . 

Interest  expense  . 1 . 

Interest  income  .1 . : .  .V: . . ■.■ • 

Income  before  income  taxes,  and  extraordinary  .items  r 

Federal,  state  and  local  income  tax  expense . ^ 

.  Income  before  extraordinary  items . 

Extraordinary  items  (a) . . 

Net  income . 

Basic  earnings  per  share: 

Income  before  extraordinary  items . 

Net  income . .  . 

Diluted  earnings  per  share:  -  • 

Income  before  extraordinary  items . 

Net  income . , . 

Average  number  of  shares  outstanding . 

Depreciation  and  amortization . . 

Capital  expenditures . .  . . . . 

Balance  Sheet  Data  (at  year  end): 

Cash  . . .....' . 

Working  capital . ■ . 

Total  assets . . . . 

Short-term  debt  .  ‘ . 

Long-term  debt . . -. . 

Shareholders’  equity  . 

(a)  The  extraordinary  items  for  1998  and  1997  were 


$17,716 

$15,365 

$15,220 

$14,833 

$14,614 

‘  10,443 

9,218 

9.200 

*1,9,018,; 

9,038 

5,572 

4,692 

4;679 

■  4.922 

4,913 

1,701 

1 ,455 

1,341* 

‘■'893 

663 

(368) 

'  (304)- 

•  ■  •  (418) 

>>i'v'(499)' 

(508) 

.  13 

12' 

35  . 

■■■  ••047i‘ 

47 

j  1,346’  . 

,r.  1,163  . 

.,  r  958 

441. 

.  •,  202 

...  (551). 

.,,(478) 

T  (383). 

(175), 

(127) 

795 

685 

575 

266 

75 

(23) 

(39) 

- 

- 

$  795 

$  662 

$  536 

$  266 

$  75 

$  3.78' 

$  3.27 

$  2.74 

$  1.28 

$  .39 

3.78 

3.16 

2.56 

1.28 

.39 

$  3.62 

$  3.06 

:  $  -2.58 

$  L24 

$  ‘.39 

3.62 

2.96 

2.41 

1.24 

.39 

210.0  * 

209.1 

209.2 

207.5 

*  191.5 

$  738 

$  624 

$  590 

$  533  "• 

$  497 

$  770 

$  695 

$  696 

$  846 

$  699 

$  218 

$  307 

$  142 

$  149 

$  173. 

3,970 

2,904 

3,134 

2,831 

.  3,262 

17,692 

13,464 

13,738 

14,264 

14,295 

1,284 

524 

556 

.1,095 

733 

4,589 

3,057 

3,919 

4,606  .* 

5,632 

6,552 

5,709 

5,256 

4,669 

4,274  • 

after-tax  expenses  associated  with  debt  prepayments. 
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Item  7.  Management’s  Discussion  and  Analysis  of  Financial  Condition  and  Results  of  Operations.  * 

The  Company  acquired  Fingerhut  on  March  18,  1999,  The  acquisition  isbei'ng  accounted  for  under  the 
purchase  method  of  accounting  and,  accordingly,  the  Company’s  results  of  operations  do"  not ’include  any 
revenues  or  expenses  related  to  the  acquisition  prior  to  the  closing  date.  The  results  of  operations  of  - 
Fingerhut  have  been  grouped  with  the  Company’s  Bloomingdaie’s  By  Mail,  Macy’s  By  Mail* and’ macys.com  v 
operations  and  certain  other  direct  marketing  activities  as  the  directrto-customer  segment.  ‘ 

Results  of  Operations :  v  ?,t  ;.^r.  •  •  /  . 

■  Comparison  of  the  52'  Weeks  Ended  January  ' 29,  2000  and  January  30;‘  1999.  Net'  sales  for  1999  totaled 
$17,716  million,  compared  to  net  sales  of  $15,365  million  for  1998,  an  increase  of  15.3%!  Net  sales  for  •  ’  ’ 

department  stores  for  1999  were$15,850  millions  compared  to  $15,365  million,  for  1998,  an  increase  of  3.2%. 
On  a  comparable  store  basis  (sales  from  stores  in  operation  throughout  all  of  1998  and.,  1999),  net  sales  for  . 
1999  increased  4.5%  compared  to  1998.  Net  sales  for. the  direct-to-customer  segment  were  $1,866  million  for 
1999.  ,  :  ..  •  ■  .  .  . .  * 

Cost  of  sales  .was  58.9%  of  net  sales  for  1999,  compared  to  60.0%  for  1998.  Cost  of  sales  as  a, percent 
of  net  sales  for  department  stores" improved  0.2%  in  1999  compared  to  1998,  benefiting  from  continued 
strength  in  consumer  demand.  This  improvement  in  the  cost  of  sales  rate  for  department  stores,  together  with 
a  relatively  lower  cost  of  sales  rate  for  the  direct-to-customer  segment,  contributed  to  the  overall  1.1%' 
improvement  in  the  cost  of  sales  rate  for,  1999. ’The  valuation  of  departments  store  merchandise  inventories  on 
the  last-in,  first-out  basis  did  not  impact  cost  of  sales  in  either  year.  .  ■  .  ,  ,  * 

■  Selling,  general  and  administrative  i(“SG&A”)  expenses  yvere,  31.5%  of  net  sales  for  1999,  compared  to 
30.5%  for  1 998. _ Department  store  SG&A  expenses  improved  1.3%  as  a  percent  of  department  store  met  sales,, 
reflecting,  the  impact  of  higher  sales  with  relatively,  flat  nonpayroll  expenses  and  lower  bad  debt  expense* 
which  was  partially  offset  by  reduced  finance,  charge  income  resulting  from  dower  average mccounts^  receivable 
billings.  A  relatively  higher  SG&A  expense  rate  for  the  direct-to-customer  segment,  including  recently 
launched  businesses;  and  increased  amortization  expense, resulting  from  the  Fingerhut'  acquisition  combined  to 
offset  the  improvement  in  the  department  store  SG&A'  expense  rate  and  produce  a  1.0%  increase  in  the  • 
overall  SG&A  expense  rate  for  1999.  •  *  •  • p  *«  *  V 

,  ■“).  •  .  ,  >„•  f  •*  .  ‘  .  . ■  .  ’• ;  -  .  ••  .  I  ‘ 

Net  interest  expense  was  $355  million  for  1999  compared  to  $292  million  for  1998.  The  higher  interest- 
expense  for  1999*  is  due  mainly  to  the  increased  outstanding  debt  resulting  from  the  Fingerhut  acquisition  and 
the  consolidation' of -the  Fingerhut  Master  Trust  for  financial  reporting  purposes.  *• 

The  Compiany’s  effective  .income  tax  rate  of  40.9%  for- 1999  differs  from  the  federal  income  tax  statutory 
rate, of  . 35.0%, principally  because  of  the  effect  of  state  and  local  income  taxes  and  permanent  differences 
arising  from  the  amortization  of  intangible  assets  and  From  other  non-deductible  items! . 

-1  Comparison  of  the'  52  Weeks  Ended  January  30;  1999  and  January  31,  1998.  Net  sales; for  1998  were 

$15,365  million  compared  to  $15,220. million  for  1997,  an  increase  of  1.0%.  Excluding  sales-of-  thef specialty 
stores  division  that  was  sold  in  July  1998,  net  sales  increased  1.7%  in  1998.  On  a  comparable  store  basis 
(sales  from  stores  in  operation  throughout  all  of  1997  and  1998),  net  sales' increased  2.2%  in  1998. 

'  'Cost  of  sales  was  60.0%  of  net  sales  for  1998, ‘compared  to  60.5%  for  -1997.  The  0.5%  improvement  in  - 
the  cost  of  sales  rate  reflects  positive  customer  response  to  the  merchandise  assortments -in  the  stores  during  •  • 
the  second  and  fourth  quarters,  attributed  partially  to  an  improved  merchandise' receipt  flow.  The  .valuation  of- 
merchandise  inventory  on  the  iast-iri,’ first-out  basis  did  not  impact  cost  of  sales  in- either  year.-  •  >  .  - 
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Selling,1  general  and  administrative  expenses  -were  30.5% iof  'net-* sales- for  1998;v compared  to  -30i7%.  for.  v; 
1997.  Selling,  general  and' administrative  expenses,  include  finance  charge  income  and  expenses  for  doubtful 
customer  accounts'receivable.  Finance  charge  income  was  $345  million  for  1998,  down1  from'  $391  million  in 
1997,  primarily  due  to  lower  average  accounts  receivable  balances  as  a  result  of  accelerated  payments.  ' 
Amounts  chafged^to  expense  for  doubtful  Accounts  receivable  "were  $112  million  for  1998,  compared ;tpr* ,i 
$167  million  for  1997.  The  decrease  primarily  reflects  a  reduction  in  the  amount,  of  uncollectible  balances  * 
written  off  in  1998,  also  due  to  lower  average  accounts  receivable  balances  and  accelerated  payments. 

Net  interest  expense  was  $292  million  for  1998,  compared  to  $383  million  for  1 997.-  The  lower-  interest  *■ 
expense,  for  1998  is  principally  due  to  lower  levels  of  borrowings  and  lower  interest- rates  resulting  from  * 
refinancings  completed  in .1998  and  1997.  \  i  ^  ^  '*  v/  \  ,  ,t  t  *  * 

The  Company’ s  effective  tax  rate  of  *’4  \.  1  %  for  1 998  differs  from  'the  federal  income  tax  ‘statutory  rate  of 
35.0%  principally’ because  of  the  effect  of  state  and  local -income  taxes* and  permanent  differences ’arising :  : 
from  the  amortization  of  intangible  assets’  and  from  othefnon-deductible  items.  ‘  •*'  *  y'  -*•  '  '•* ' 


’  The  extraordinary  items  of  $23  million  and  $39  million  for  1998  and  1997,  respectively,  represent  after- 
tax1  expenses  associated  with  debt  prepayments.  1  '  '  ‘ ■  '■  -• 


•  sa*» 


Liquidity  and  Capital  Resources  ’  /  /  , 

-  » -The  Company’s  principal. sources  of -liquidity  are  cash  from  operations,  cash  on  hand  and  certain 
available  credit  facilities.  1  •  .  *r  .  • .  fu..;' v  -•*.  ‘  W 


Net 'cash  provided  by  operating  activities>in»  1999  was  $1,263  million,  compared  to  $1,690  million'  ' 
provided  in  1998.’  The  Company’s 'improved  operating  results' were  more  tharf  offset  by  an -increase  in’ 
accounts  receivable  in  *1999  compared -to' a- decrease  in  1998 J The  increase  in  accounts  receivable  in5 1999 
resulted  from;  higher 'credit  sales  and  a  post-acquisition  increase  in  Fingerhut’ s  accounts  receivable;  !  ”,  1 

,  Net  cash  used  by  investing^tivities  was  $2,432  million  for  1999,  including-the  purchase  of  Fingerhut.  , 
Investing  activities  for  1999  also  included,  purchases  of  property  and  equipment  totaling,  $770  million^  -  . 
capitalized  software  of  $52  million  and  investments  in  companies  engaged  in- complementary,  businesses «  ... 
totaling  $117  million.  The  Company  opened  four  new  department  stores  and  two,  new  furniture  galleries 
during  1999.  -Ti  '  ‘  '  '  '  M‘  . "  -  •  -<  •  ’'*•  •  /-  *  ■ 

S  '  ^  ..j.!  -  •  '  »'  ...  .,*•  •  .  ?*•*<  ..‘cSa x  ‘.V  *:£'<’*,  ••.-«.  :‘i-V  •*»  ^’*4  ■ 

Net  cash  provided  to  the  Company,  by  all  financing  activities  was  $1,080  million.  The ’.Company  funded-- 
the  acquisition  of  Fingerhut  through  a  combination  of  cash  on  hand  and  short-term  borrowings.  During  1999, 
the  Company  issued  $350  million  of  6.3%  Senior  Notes’ due  2009  and  $400  million  of  6.9%’ Senior 
Debentures  due  2029, "  the  proceeds  !of‘ which  were  used, to  refinance  a ’portion' of  the  short-term* borrowings 
used  by  the  Company  to  acquire  Fingerhut.  The  Company  repaid  debt  of  $650  million  in  1999,  consisting  ; 
principally  of  $490  million  of  receivables,  backed  financings  and  , the-  $125,  million  of  Senior  Notes  assumed  in 
.  the -Fingerhut  acquisition.  i/ir  V  •.  .C- 1  •  -  W 

The  Company' purchased  5.6  million  shares  of  its  common  stock  in  1999  at  an  approximate  cost  of  *  ’ 
$267  million.  On  January  27, ''2000,  the  Board  of  Directors  approved*  a  new  stock*  repurchase  program  that 
authorizes  the  Company  to- purchase  up  to- $500  millionrof  its  common  stock.  The  Company  may  from  time 
to  time  .commence;  continue  or  suspend  repurchases  of  j  shares  ,  under  the  .  repurchase  program,  depending  on 
prevailing  'market  conditions,  alternate  .uses,  of  capital  and  other  factors.;  During  .1999;  the  Company issued  . 
9.0  million  shares  of  its  common  .stock  upon-  the > exercise  of  the  Compa'nyls  S eries  1 C  .Warrants .  r. .  in  --  ; 


In  1999,  the  Company  took  certain  actions  which  resulted- in  the  consolidation^  the-'Fingerhut  Master  ' 
Trust  for  financial  reporting  purposes.  The  principal  assets  and  liabilities  of  the  Fingerhut  Master  Trust 
consisted  of  accounts  receivable  transferred  by  Fingerhut  to  the  Trust  in  transactions  treated  as  sales' under 
Statement' ’of  Financial  'Accounting  Standards  No. '  125, *“ Accounting ‘fbr  Transfers  and  Servicing  ;of  Financial 
Assets  and  Extinguishments  of  liabilities,”  and  the  related  debt  issued  by  the1  Trust.  As  a  result  of  the  '  ' 

Company’s  actions,  the  transfer  of  receivables  and  debt  are  being  treated  as  secured  borrowings  as  of  and 
,  subsequent  to  July  31,  1999.  These  actions  increased  ^the,  Company’s  consolidated  net  assets  and  debt  by 
$1,132  million  at  July  31,  1999  and  by  $1,300  million  at  January  29,  2000.  *  .  ' 

„  ,  The  Company  intends  to.  open  eight  new  department  stores  and  four  new  furniture  galleries  in  2000  and 
its  budgeted  capital  expenditures  are  approximately  $3,000  million  for  the  2000  to  2002  period.  Management 
presently  anticipates  funding  such  expenditures  from  operations!  ■  “  .  " 

. VT  Management  believes  the  department  store  business  and  other  retail  businesses  will  continue  to  * .  , 
consolidate.  Accordingly,  the  Company  intends  from  time  to  time  to  consider  additional  acquisitions  of,'  arid 
investments  in,  department  stores,  Internet-related  companies,  catalog  coihpanies  arid  other  complementary'- 

assets  and  companies.  ■  >\ (  ■■  -  ?.•••/'  ■.  ;  : f  .  ‘  *  *c  •  -i" .  . 


v  Management  believes  that;  with  respect  to  its  current' operations, ‘cash  on  hand  arid  funds  froiri'  .  ^  . 
operations/together  with  its  credit 'facilities,-*  will  be  sufficient^  tocover  its  reasonably  foreseeable  working'**  '  - 
capital,  capital  expenditure  and  debt  service  requirements;' Acquisition  transactions;  if  any,  are  expected*  to  be 
financed  through  a  combination  of  cash  on  hand  and  from’ operations,:  and  the  possible  issuance  from  time*, to 
time  of  long-term  debt  or  other  securities.  Depending  upon  conditions  in  the  capital  markets  and  other 


factors,.,  the  Company  will  from  time  to,  time  consider  the  ,issuance*of  debt  or  .other  securities,  or,  other .  i  # 

possible  capital  markets  transactions,  the  proceeds* of  which  could  be  used  to  refinance  current  indebtedness 
or  for  other  corporate  purposes.  •’  <■'- 


Item  7  A*  Quantitative  and  Qualitative  Disclosures  About  Market  Risk 

The  Company  is  exposed  to  market  risk  froin  changes  in  interest  rates  which  may- adversely  affect  its 
.financial  position,  results  of  operations  and  cash-flowsHn  seeking  to’ minimize  the 'risks  from  interest  rate  - 
fluctuations,  the  Company  manages  exposures  through  its  regular  operating  and  financing  activities  and,  when 
deemed  appropriate,  through  the  use  of  derivative. financial  instruments.  The  Company  does  not  use  financial 
instruments  for  trading  or’ other  speculative  purposes,  and  is  not ‘party  to  any  leveraged  financial  instruments.  * 

The  Company  is  exposed  to  interest  rate  risk  primarily  through  its  borrowing  activities,  which  are*  ' 
described  in  Note  8  to  the  Consolidated  Financial  Statements.  The  majority  of. the  Company’s  borrowings  are 
under  fixed  rate  instruments:  However,  the  Company,  uses  interest  rate  swap  and  interest  rate  cap  agreements 
to  help  manage  its  exposure’ to  interest  rate- movements  and  reduce  borrowing  costs.'* See  Notes  8  and  15?to 
the ‘Consolidated  Financial  'Statements,  which -‘are ’incorporated  herein  by.  reference.*'1,  .  ;  ‘  *  **v 

Based  on  the.  Company ’ s  market  risk  sensitive  instruments  (including  variable  rate  debt. and  derivative, 
financial  instruments)  outstanding  *at  January’29,  2000,  the, Company  has  determined  that  there  was  no  \  • 

material  market  risk  exposure  to  the  Company’s  consolidate  financial  position,- results  of  operations  or,  cash 
flows  as  of  such  date. 


Item  8.  Consolidated' Financial  Statements  and  Supplementary  Data.  t  /vy* 

i  •  •  ’< I  »  ••  7  >  *  'V  /Vu-r;.  my 

.  Information  called,  for  byjhis  item,  is  set-  forth  in  the  ..Company’s  Consolidated  ^Financial  .Statements  and  ; 
supplementary  data  .contained  in  this,  report,  and  is  .incorporated  herein  by  this  reference*  Specific  financial  ^ 
statements  and 'supplementary,  data  can  be  found  at, the  pages  listed  in. the  following,  index.  }.  ,  r,  *  ,  .*  * 

•dy-;.  »->iv  index  VV#T  V\;  ti- 

•  •  •  •  .\K  j:  ■*-  .  ,*  ~  ..  V  ^ 

■  ’  ••  ,j  *  ;  Page 

•  „•  r  ri.  -  '  'r  t:r  .•  A>'S  !  .C'  !.  .  ‘  J  .■ j.:  ‘  !')  '•'I-  „  - 

Managements  Report  . . ' . . . . . .  . . * .  F-2' 

i,.'  ®*  * ;  -  /  .  .t,*!/:  'u  •  :  *h»  •  -V;."*  .u-<  *1  *  ritifct'o  «;•■ /£ 

Independent  Auditors’  Report  . . . v,. . ... .  -.  ,  v  ... ...  ...  ^..7. *:-f.  ,,;F-;3 

Consolidated  Statements  of  Income  for  the  52  weeks  ended  January  29,  2000;.  ‘  ,'y  ,  f  *  '• 

January  30,  1999 'and  Januar^  3^1998'*. . "i ! .  V‘  .  .I?.'. .Tl:r Vl  v! .". ! ':??!'*  I  F-4 

,  Consolidated,  Balance  Sheets ;  at  January  29,  2000  and  January  30,*  1999,',.;.. y:,... ....  i(.7  P-5 

i  Consolidated  Statements  of  Changes  in  Shareholders’  Equity 'f6r  the  52  weeks.  “  1.  '•*'<'&:£  oy  *1  -...-c 
ended  January  29,  2000,  January  30,  1999  and  January^  31,  1998  . .  v\  . ....  .}. .. ... ..  F-6 

Consolidated  Statements  of  Cash  Flows  for.  the  52  weeks  ended; January. 29^2000,^.  -y  ^  r;;.  .,,]r  ife) . 

January.  30,  1999  and  January  31,,  1998  . . vV'i::"*;./ . F-7 
Notes 'to  Consolidated  Financial-Statements'.  >. .  l/.J. ^ V.  A : . :F-8 

.*■;  .  t  1. 1  .  .<1  v  .5  '■  •.K/.iS’t-rc*.  ".-t  .M  •  ~i’»  h*:--  M  r.r*  ■  / 

Item  %  ’Changes  in  and  Disagreements  with'  Accouhtants  on" Accounting  and' Firiancial  Disclbsure,  ^ 

J-r.  ■’  i  :  t  •  *  .*  ..  ...  »  J  <  }  'Vt  ‘  <K-  •  ,v\  *  i.7*-  y-  S  ^  |.s..  tfi  s*.  .* 

None.  .  1  .  -  .  '  -  ,  e«?\  ,1.1'  «o»I  "Sw  -  i4  <cv ‘i. 

.  feiih  in'f  ",;'T 

■j  *  ..  (v’j i  .  i  *  i'»  i‘,  -.1*  < !_  M'fl  “  us--*.  •  .  V” 

Item  10.  Directors  and  Exec uti ye  Officers  of  the  Registrant.  '  r.  ,ti  ;  r  , .  ,  ‘  ^ 

.  *  Information  called.for  by  this  item  is*  set  fordi  under  Item  1  “Election  df'Directors”  ‘and.  Compliance? 
with  Section  16(a)  of  the  Securities 'Jand  Exchange  Act  of  1934”  in'  the’Prbxy  Statement,  and  in  Item’iX'  ' 
“Executive  Officers' of  the  Registrant,”/ and  incorporatetl  herein' by  reference.' -+  iw  ^  1  A’  [" 

4  ’  c  : ' jlfcy-  ;  .  t  :.,s.  .i.4*yj  M-  Z*>  ■*  «d  ■  ■.,.  -*  >:c  ^»mrJ ao’f . 

Item  11^  Executive  Compensation.  V*,;.  !  .  T  -  u  '  *•  ••**.'  -7  ^  ^r-vr^ 

.  r  Information  called  for  by  .this  item ,  is4  set  forth  .under, ^‘Executive  Compensation’^  .and  .“Compensation  ^  v, 

’  Committee  Report  on  Executiye^Compensation”  in. thef  Proxy. .Statement  and, .incorporated I -herein'  by^ reference.; 

Item'  12.'  •  Security  Ownership  and  Certain  Beneficial  Owners,  and^ 'Management,  y*  ^  rf^‘  ^  } 

Information  called  forby  this  item  is  set ‘forth  - under '“Stock  Ownership”  in  -the  Proxy  ^Statement  and'  - 
incorporated  herein  by  reference.  .  j  tc  *  ■ 


Item  13.  Certain  Relationships  and  Related  Transactions. 


None. 


PART  IV 


Item  14*  Exhibits,  Financial  Statement  Schedules,. and, Reports  on  Form  8-K 

(a)  The  following  documents  are  filed  as  part  of  this  report:  :  •*■  • 


1.  Financial  Statements:  ■ 

'  *•  !  Thejispofi  financial  statements,  required  by  this  item  is, set  .forth  in  'litem  8  Consolidated  Financial 
Statements  and  Supplementary  Data”  and  is,  incorporated 'herein,  by  reference1., ~  * 

„  2.  Financial, Statement  Schedules:  • 

All  schedules  are  omitted  because  they  are  inapplicable/ not  required^  or  the  information  is  iriciuded 
elsewhere  in  the  Consolidated  Financial  Statements  orthe  notes  tHereto.  *'  r"  "  *  *  *  *  • 

3.  Exhibits :  .  .  1  r ’ 1  ’  ’*•  ”  .  '■  ‘i'**- 


Exhibit 

Number 

3.1  . 

.3 A.h  - 

3.2 

4.1 ,  * 

4.2 .  c 

4.3 


The. following  exhibits  areifiled  herewith  or  incorporated  by  reference  as  indicated  below..  , 

■  !  * 1  .  /.  ♦*  "v.yi 


..Description 
•  Certificate  of;  Incorporation  * 


4.4 


4.4.1 ' 


‘4.4.2 


. :  Certificate  of  Designations  of  Series  "A  Junior.' 

V  Participating.  Preferred  Stock  ■  ‘  i.  • 

By-Laws  ;  '  '  S 

^ 'Certificate  of  ^Incorporation  ■ 

.  By-Laws  "  _  k//  *  " 

Rights  Agreement/dated  as  of  December  1 9, 
1994,  between 'the  Company  arid  the  Bank' of 
New  York;  as 'rights ‘agent  •  ...  1 

‘-.  Indenture,*  dated  as  of  December  15,.  1994, 
between  die  Company  and"State  Street  Bank 
and  Trust  Company  (successor  in  interest  to  • 
.  The  First  National  Bank  of  Boston),  as  Trustee 
’  Third  Supplemental  Indenture,  dated  as  of 
January  23,  1995,  between  the  Company  and  , 
State  Street  Bank  and  Trust  Company 
(successor  in  interest  to  The  First  National 
Bank  of  Boston),  as  Trustee 
-  Fifth  Supplemental  Indenture,  dated  as  of 
October  .6,  1995,  between  the  Company  arid 
‘  State  Street  Bank  and  Trust  Company 
(successor  in  interest  to  The  First  National 
Bank  of  Boston),  as  Trustee 


Document  if  Incorporated  by  Reference 

.  Exhibit  3.1  to  the  CompanyV  Annual  Report 
,  .on  Form  10- K  for  the  fiscal  year  ended 
January  28,  1995'  (the  •‘‘■1994, .-Form  10^K”) 
■Exhibit -:3.1:1  to  the  1-994 'Form*  10-K 

Exhibit  3.2  to  the  1994  Form  lO-lO 

See  Exhibits- 3.1  and  3.  KP 

See  Exhibit  3.2  1  .  . 

.  Exhibit  4.3  to  the  1994  Form  10-K 


/'Exhibit '4.1  to  the  Coiripany’s  Registration 
/' 'Statement  on  Form  S- 3  (Registration 
-  No.  33-88328)  filed  on  January  91  1995 

•  <  ,  ’  H  ", 

;>  Exhibit  4.4.1  to  the  1994  Form  10-K  V 


•Exhibit  2  to  the  Company’s  Registration 
Statement  on  Form  8 -A,  dated  October  4,  1995 


Exhibit 
•  .  '  Number 

Description  .  f 

Document  if  Incorporated  by  Reference  , 

4.4.3 

*«.  . 

Seventh  Supplemental  Indenture/  dated  ^as  of,, 

'  May  22,  1906,  between  the  Company* arid"' 

State  Street  Bank  and  Trust  Company  .  s  t  «u.  •, 
(successor  in  interest  to  The  First  National  f 

Bank  of  Boston),  as  Trustee  “ 

.Exhibit  4  to  the  .Company’s  Current  Report  on 
' ‘.  Form  8-K,  dated  as  of  May,  2 1 ,  'l 996  .  * 

■■  ,  4.4.4  • 

Eighth  Supplemental  Indenture,  dated  as  of 

July*  14,  1997,  between  the  Company  and  State 
Street  Bank  and  Trust  Company  (successor  in  ■* 
interest  to  The  First  National  Bank  of  Boston), 
as  Trustee 

Exhibit  2  to  the  Company’s  Current  Report  on 

Form  8LK "dated  as  'of  July  T 5;  1997  (the  *  - 
"'  ‘•July  1997  Form'* 8-K”)*  '-i:  '  •  r 

mV  *  i"  i.  t‘-  .  v?  \ 

4.4.5  r 

•  Ninth  Supplemental,  Indenture,  dated  as.  of  - 

July  14,  1997,  between  the  Company,  and  State  . 
Street  Bank  and  Trust  Company  (successor  in 
interest  to  The  First  National  Bank  of  Boston), 
as  Trustee 

,-f  Exhibit  3  to  the  July  1997  .Form  8-K.  , 

w  i"  ’i •  Ji*  J 

v  *  ..  vV 

4.5 

Indenture*  dated  as  of' September  1 0,-1 997f-rV  / 
between  the  Company  and  Citibank,  N.A;,  as 
-Trustee fj  "  ; 

'-Exhibit  4.4>  to  the  Company’s- Amendment 

Number.  1  to  Form  S-3  dated  as  of  i  ’ 

September.  11,.  1997  .  V  . 

4.5:1  ,  " 

? -First  Supplemental  Indenture,  dated  as  of 
February  6, *.1998,  between  the  .Company  and 
i  Citibank,' N. A.,  as1  Trustee'  .  ^r..  •. 

Exhibit  2ito<the  Company's  Current  Report  on  '.f 

Form  8-K.  dated  as  of  February  6,  1998 

•  4.5.2 

Second  Supplemental;Indentufe,\;dated  as  of  -  V* 
August  26,  1998,  between  the  Company  and 
Citibank,  N.A.,,  as  Trustee  ■;  ;;  j .  . 

-  ’Exhibit  4  to. the  Company’s  Current’ Report  on 

Form  8-K  dated  as  of  August;  25^  4998  ,  .  • 

-  t'i  ‘ 

’  4.5.3  • 

Third  Supplemental  Trust  Indenture,  dated  as 
of  March- 24,  1999,  between  the  Company  and 
Citibank,  N.A.,  as  Trustee  _• 

Exhibit  4.2  to  the  Company’s.Registration  . 

Statement  on  Form  S-4  (Registration 

No.  333-76795)  dated  as  of  April  22,  1999 

'  4-.6 

Series  D  Warrant  Agreement  ‘  ‘  . 

/1?ExliJt)it'4.7  to  the  l  994sJFdnns10-k?J  - 

10.1- 

364  Day  .Credit  Agreement,  dated  as  of  ■ 

July  28,  1997,  by  and  among  .the.  Company, 
the  Initial  Lenders  named  therein/ Citibank,  ,f ,, 
N,‘A.j  as’  Administrative  Agent  and  Paying 

Agent,  The  Chase  Manhattan  Bank,*  as  .  . 
Administrative  Agent,  Fleet  National  Bank'- 
(successor  in  interest  to  BankBoston,  N.A.),  as’  ’ 
Syndication  Agent,  and  The  Bank  of  America'  f- 
National  Trust  &  Savings  Association,  as 
Documentation  Agent  -  .  .  • 

Exhibit  10.1  to  the  Company’s' Quarterly 
’  ’  Report  on  Form  10-Q  for  the  period  ended 

August  2/  1997  (the ’“August  1907  t’" 

Form  id-Q”)  '  ***.*  '"' 

T<  pn  T  J.'ktk;  1-:'  f  i r 

•  .»-  ,i  sw- •«*  ,  //’  _  . 

j.-j  ^  o...^-  ■-  (•  .' .  •'  •"  .. 

,  •  ' . >V  ■  ‘ 

l(  1  .  ‘O*:1;  *.  *•  ,T«.  %  Vs  .1  fi'fi*  s\ 

■  1  ’•  •  ■ 

:•  ’*  *',-T  ;v  *..*•  •*  V  '  '  ‘  .  V 

-V  VfV  “  5  v*  ‘ 

t 

12..  _ 

.  C;  i  ,  ! .  , .  •, :  .  ■  •  s,*.  . ,  1  .  •*  . '  “  ' 

-^Second  Amended  and  Restated  Credit  “  V> 
Agreement,  dated  .as  of  July  26,  1999,  by  and.. 
vamong,the+ Company,  the  Initial  Lenders 
named  therein.  Citibank,  NA.,  as 
,  Administrative.  Agent  and  Paying  Agent,  The  . 

^  Chase  Manhattan  Bank, ’as  Administrative 
.  Agent,  Fleet  National  Bank  (successor  in  ' 
interest  to  BankBoston,  N.A!)/ as.  Syndication 
Agent,,  and  The  Barilc 'of  America/ National 
trust'&i Savings  Association,  as  *  ■  ,A‘ 

Documentation  Agent 

;  Five-Year  Credit  Agreement,  dated  as  of  -  >v 
July  28/1997,  by  and  among  the  Company, 
ahe  Initial, Lendersmamed  therein,'  Citibank, 
".N.A.,'as  Administrative  Agent  and  Paying"'',  v 
Agent,  The  Chase  Manhattan  Bank; ;as  - 
Administrative  Agent,  Fleet  National  Bank 
i(successor;'ih;  interest. to  BankBoston,  N.A.),.  as 
Syndication  Agent,  and  The  Bank  of  America, 
National  Trust  &  Savings  Association,  as 
'Documentation’ Agent  ,  ' *v '  .  ’’ 

.Letter. Amendment  to  the  Five-Year  Credit 
Agreement,  dated  as  of. June  29,.  1998,  by  and 
among  the  Company,  the  Initial  Lenders  ' 
named  therein,  Citibank,  N.A!,’ as/. 
Administrative  Agent  arid  Paying  Agent,  The  ' 
Chase  Manhattan  Bank,  as  Administrative 
Agent,  Fleet  National’ Bank  (successor  in. 
interest  to  BankBoston,  N.A.),  as  Syndication 
Agent,  and  The.  Bank  of  America,  National 
.  Trust  &  Savings  Association,  as  " 
.Documentation  Agent 

Amended  and  Restated  Pooling  arid  Servicing 
,  Agreement,,  dated  as  of. December  .1-5,  1992' 

1  (the  “Pooling  and  Servicing;  Agreement”), v'- 
’among  the, Company,  Prime  Receivables 
Corporation  (“Prime”)  and  The  Chase 
Manhattan  Bank,  (successor  in  interest  to 
Chemical  Bank),  as  Trustee 
,  First  Amendment,  dated  as  of  December  1, 

.  1993,  to  the  Pooling  and  Servicing  Agreement 


Document  if  Incorporated  by  Reference  I »  > 

Exhibit*  10.1  to  the  Company’s  Quarterly,  .  •)’ 
Report  on  Form  10- Q  for, the  period  ended 
/; .: July; 31,  1999  (the  “July  1999  Form  10-Q”) ;  ; 


-  •  Exhibit  10.2  to- the  August  1997  Form  10-Q  *' 


r  L.'o  ; 


Exhibit  10.2  to  the  Company’s  Quarterly 
Report  on  Form  10-Q  for  the  period  ended 
August  1/1998  .  , 


Exhibit  4.10  to  Prime’s  CurrenPReport  on 
Form  8-K  (File  No.  0-21 18),  .  dated /March  29, 
.'1993  .  ‘  ....  •  •  v.  « 


• .  Exhibit,  10. 10.1  to  the  Company’s  Annual 
Report  on  Form  10-K  (File  No.  L 10951)  for 
the  fiscal  year  ended  January  29,  1994  (the,  . 
“1993'Fofm'lO-K”)  ;r  :  /  ^  " 
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Exhibit 

Number 

10.3.2 

10.3.3  •  ' 
‘  10.3.4 

10.3.5 

10.3:6;, 

10.3.7 


*  .  ^  '*  .  Description  •  Document  if  Incorporated  by  Reference ?■?,..  ■'••• 

'.Second  Amendment,  dated  .as  of- February  28, '  .'Exhibit  1 0. 1 0 .2.  to  .-the ,  1 993  >  Formal  0-  K 

1994,  to-the- Pooling  and  Servicing  "Agreement  i1"*  'l  '  1  ■"  .  f*  «  v  "-Y  h  j 

Third  Amendment,  dated  as  of  May  -31,  1994,  ’  '  Exhibit  10.8.3  to'the  1994'Foirn  10-K 
to  the  Pooling  and  Servicing  Agreement  *  ■  W  f'u 

Fourth  Amendment,  dated  as' of  January  18,  Exhibit  10.6.4  to  the  Company’s  Annual  J 

1995,  to  the  Pooling  and  Servicing.Agreement  '  .  Report  on  Form  10-K' (File  No.  1%  13536)  for  , 

.  '  ..  '  the  fiscal  year  ended  February  3,' 1996  (the 

f.  1995.  Form.  ' 

Fifth  Amendment,  dated  as  of  April ,30,  1995,,  •  Exhibit  10.6.5  tp  the  1995  Fpm.io-K  .  v  • 

to  the  Pooling  and  Servicing  Agreement  '  .  "  .  „  ^  t  *  V3  '  •’  ’  . 

-Sixth  Amendment,  dated  as  of  .July  27,  1995,  ^Exhibit  1 0.6.6  to;  the  1995  Form \10-K ;  ?jti 

to  the  Pooling  and  Servicing  Agreement  - '  -j-si  '* 


Seventh  Amendment,  dated  as  of  May  14,  ,«  »'  Exhibit.  10,6.7  to  the  Company’s  Annual  -  . 

1996,  to  the  Pooling  and  Servicing  Agreement..  '^Report _on  Form  10-K  (File  No.  1-13536)  for.  * 
■’  .  '  the  ifiscariyear  ended  February,  ly  1997  (the 

Y  ./>.  -r?  V 1996  Form*  10-KV)  '  -  ;Y' 


•  10.3.8 


10.3.9 


>  s 

10.3.10 


Eighth  Amendment,  dated  ;as  of  March  3/  '  •'  ’  ■ 
1997,  to  the  Pooling  and  Servicing  Agreement  ' 
Ninth  Amendment,  dated  as  of  August  28,’ 

1997,  to  the  Pooling  and  Servicing  Agreement 


Tenth  Amendment,  dated  as  of 'August  3, 

1998,  to  the  Pooling  and  Servicing  Agreement 


Exhibit  40.6.8  to'  the  1996  FormM0-K 

;  ..  1 4  • 

Exhibit  10.1  to  the  Company’s  Quarterly 
Report  on  Form'  10-Q  for  the  period  ended  ^  , 
/November  l,‘T997'(the  “November  4997  ■ 

•  Form  lQ-Q”)J;-.  •  '  ;*J>  1 
Exhibit  10.1  to  the  Company’s  Quarterly  • 

;  Report  oh  Form  10-Q  for  the  period  ended 
October  31,  199 8‘  .  V  , 


10,4  Assumption  Agreement  under  the  Pooling  and  -Exhibit  .10. 10:3;  to,  the rd  993  Fonn^  10-K 

‘Servicing  Agreement,  dated  as  of  ,  •.  I ,  <5  v.y  rt.  , 

September  15,  1993  •  •  jv 


10.5  Series  1992-3  Supplement,  dated  as  of  Exhibit  4.8  to  Prime’ s. Current, Report  on  , 

January  5,  1993,  to  the  Pooling  and  Servicing  Form  8-K  (File. No.  0-2148),  dated'January  29' 

-3  V, Agreement  ^  ;i ’*'<*.:/  y  1993  ;  /  .  iy 

10.6  ‘  ,  Series  1995-1  Supplement,  dated  as*of  July  27/ V  ,  ’Exhibit  4.7  to  Prime’s  Registration  'Statement 

1995,  to  the  Pooling  and  Servicing  Agreement  on  Form  S-l,  filed  July  1 4, M 995,  sas  amended 

10.6.1  First  Amendment  to  Series  1995-1  .  Exhibit  10.4  to  the  November  4997  Form  10-Q 

Supplement,  dated  as  of  August  28,  1997,  to  1  ,  ’  ::  “  ^ 

the  Pooling  and  Servicing  Agreement  f'  _  *  -  -  ’Y'"’  Y'-j  ' 

10.7  Series  1996-1  Supplement, x  dated  as  of  Exhibit  4  to  Prime’s  Current  Report on  Fonm i  >v 

' 5  May  '14, ^  1996,  to  the  Pooling  and  Servicing  ■  '  “  &K  (File  No;  0-214 18)  dated  May  24,  1996*  ^ 

J  ■'  '''Agreement  * .  "  ,J4  ‘  J-  ’  '  ‘  •  f’\  *’ 

10.7.1  .  First  Amendment  to  Series  1996-1  •  Exhibit  10.5  to  the  November  1997  Form  10-Q 

Supplement,  dated  as  of  August  28,  1997,  to  \  . 

the  Pooling  and  Servicing  Agreement  ■ 


Exhibit 
Number  • 


ti ;  Description  u 


10.8  ,  Amended  and  Restated  PoolingfandiServicirig  -r 

Agreement  dated- as  of  March  18,  1998  (the  ^  - 
“Fingerhut^Amerided,  and  Restated  Pooling 
and  Servicing  Agreement”),  between  Fingerhut 
"Receivables,.  Inc.',, as  Transferor,  Axsys  ^  . 

“  *  National  Bank  (formerly  Fingerhut  National 
•  ■  Bank),  as  Servicer,  and  The  Bank  of  New. 

■  .  York  (Delaware)  as!  Trustee  (incorporated  byv'  - ! 
reference  to  Exhibit  4(d)  to  Fingerhut 
I  Receivables;.’ Inc:*  Registration  Statement  on 
Form. S-l  (File  No.  333-45599))  '  -m,  ■ 

10.9  Series  1998  1  Supplement  dated  as  of  rL  , 
April  28,  1998  to  the- Fingerhut  Amended  and1  . 

•> .  Restated  Pooling  and  Servicing  Agreement ... 

10.9.1  First  Amendment  dated  as  of  March  17,  1999 
, i  to  Series  ‘1998-1  Supplement  ;ftj  :y.t 

10.10  Series  1998-2  Supplement  dated  as  of 

April 28,.  1998  to  the jFingerhut  Amended  and- 
Restated  Pooling  and  Servicing  Agreement .. 

10.10.1  ;  First" Amendment  dated  as  of  March  17,  1999 

to  Series  1998-2  Supplement  , 

1 0. 1 1  .  j  jSeries ^1998-3  -Supplement  dated,  as ,  of  t 

April  28,  1998  to  the  Fingerhut  Amended  ( and.., 
Restated  Pooling  and  Servicing  Agreement  '. 

10.11.1  First  Amendment  dated  as  of  March  17,  1999'  * 

;  to  Series  1998-3  Supplement 

10.11.2  Second  Amendment  to  the  Series  1998-3 
Supplement,  dated  as  of  July  29,  1999,  by. and 

j ,  among  Fingerhut  Receivables!  -Inc. ;.-as 

Transferor,  Axsys  National  Bank  (formerly  i 
Fingerhut  National  Bank),  as  Servicer,  and  The  .. 
Bank  of  New  York  (Delaware),  as  Trustee 

10.12  Receivables  Purchase  Agreement,  dated  as  of 
December  15,  1992  (the  “Receivables  5  * 
Purchase  Agreement”),  among  Abraham  & 
Straus,- Inc.,  Bloomingdale’s,  Inc!,  Burdines, 

'  -j  ,  ^\rZ  Inc.v rJordan  Marsh -Stores  Corporation, 

■  v  Lazarus,  Inc.,  Rich’s  Department  Stores,  Inc.*  - 
Stem’s  Department  Stores,  Inc.,  The  Bon,  Inc. 
and  Prime  •  ■  .  i.*t 

10.12.1  First  Amendment,  dated  as  of  June  23,  1993,  ’  * 
to  the  Receivables  Purchase  Agreement 


Document  if.  Incorporated  by  Reference  -  *> . 

>.M-Exhibit- 10.8  to  the, Company ’s  Quarterly. 
n  ^Report  on  FormilOrQ  for  the  period  ended 
,_May,  1,  1999  (the  “May  1999  Form  10-Q”) 


‘ <1*.  it.  ■  ;«fv  *■*  **  1  * 

Exhibit.  10.9. to  the  -May;  1999  Form-  10-Q.!‘ 

.v  ,  ...  ;:t.  /  ;  •  ,  ^  -V  , 

■  Exhibit  1 0.12. to  the. May i-l 999  Form  10-Q 

i.-~  ,(v  -  r./ •  •  :»»  ,  ** 

Exhibit.  10.10  to  the. May.rl 999-Form  10-Q 


•  Exhibit  10.13  to  the.  May.  1999  Form  10-Q 

v:o  ,i/  .  -  -  '  !•  \ 

Exhibit,  10.1 1  totiie  Majr  1999  Fonm  10-Q  , 

•  .Exhibit  10.14  to  the  May.  1999  .Form  10-Q 
-  Exhibit  10.2  to  the  July  1999  Form  10-Q 


.'  .  ,  «•>  *<  ,:ir.  1  -r-  ’I  -wM 

Exhibit  10.2'to-  Prime’ s*  Registration'  Statement 
■*  on  Form8-A' filed  January-22;  1993!  as 
’amended  1  -r  •  ’■  '--i' 


.'Exhibit  10.14.1  :to- 1993  Form-lO-K* 


Exhibit 

Number  '  i’  i.  j  ;  Description*  ‘  ■ 

10.12.2  r  ‘.Second  Amendment,  dated'as  of  .December  1,  .f 

.  »  1993^  . to  the  Receivables  Purchase  Agreement  - ■ 

10.12.3  ”  Third  Amendment,  dated  as*  of  February  28,  k 

1994,  to  the  Receivables  Purchase  Agreement"*' 

10.12.4  Fourth  Amendment,  dated  as  of  May  31,  1994, 
to  the  Receivables  Purchase  Agreement 

10.12.5  Fifth  Amendment,  dated  as  of  April  30,  1995,; 
to  the  Receivables  Purchase  Agreement 

10.12.6  Sixth  Amendment,  dated  as  of  August  26, 

1995,  to  the  Receivables  Purchase  Agreement 

10.12.7  -  'Seventh  Amendment,  dated  as!  of  August  26, 

1995,  to  the  Receivables  Purchase  Agreements  • 

10.12.8  Eighth  Amendment,  dated  as  of  May  14,  1996! 

’  to  the- Receivables ^Purchase  Agreement  ’ 

10.12.9  Ninth  Amendment,  dated  as  of  March  3,  1997, 

'  to  the  Receivables  •  Purchase'  Agreement. 

10.12.10  First  Supplement,  dated  as  of  September  15, 1 

1993,  to  the  Receivables  Purchase  Agreement  ’’ 

10.12.11  Second  Supplement, 'dated  as  of  May  31, 

1994,  to  the  Receivables  Purchase  Agreement 

10.13  Amended  and  Restated  Purchase  Agreement 
dated  as  of  March’ 1 8,  1998  between  Fingerhut' 
Receivables,  Inc.,  as  Buyer  and  Fingerhut  •  u  * 
Companies ,  Inc.,  as  Seiler ;  (incorporated  by  ‘ 1  ' 
reference  to  Exhibit  10(d)  to  Fingerhut 

.  Receivables,  Inc.  Registration -Statement  on 
.  Form  S-l  (File  No.  333-45599))’  . 

10.14  Amended  and  Restated  Bank  Receivables 

Purchase  Agreement  dated  as  of  March  18,  * 

•  1998  between  Fingerhut  Companies,  Inc., -as  - 
Buyer,  and  Axsys  National  Bank  (formerly 
■  ,  '  Fingerhut  National- Bank),  jas  Seller  * 

,  (incorporated  by  reference  to  Exhibit  10(e)  to 
Fingerhut  Receivables,  Inc.  Registration 
'  Statement  (File  No.  333-45599)) 

10.15  Depository  Agreement,  dated  as  of 

December  31,  1992,  among  Deerfield  Funding 
Corporation,  now  known  as  Seven  Hills  ' ;  ■ ' 
Funding  Corporation  (“Seven  Hills”),  the 
Company,  and  .The  Chase -Manhattan  Bank,  as  '-, 
Depository  ’ 


Document  if  Incorporated  by  Reference 

"  Exhibit  1 0. 14.-2  ,to  1 993  Form  1 O-K'*  ; 

— L  /.  *■  1  i  r,  / 

'  “Exhibit  10. 143.  to  1993  Form  lO^K  . 

(  "'Exhibit  10!  13. '4  to  the*  1994  Form  10-K_ 

•  .  ,  V  *  f-'  '  '  •  /A  I'* 

,  Exhibit  10.12.5  ito  the  1995  Form  10-K  ’. 

-‘.Exhibit*  10: 13.6 -to  the  :1 996  Form-*  10-K 

-■(Exhibit.  10.1 3.7  to  the  1996  Form1 10-K 
,  ..:  -  vV.'.  *■*<?*  / 

‘  ‘  '.  Exhibit;  10.1  '3:8  ‘to  the’  ’1996  Form  10-K  . 

Exhibit  10.13.9  to  the  1996-Form  10-K 


Exhibit  10.14.4  to  1993  Form  10-K 
Exhibit *10  12.7  to  the  1995  Form  10-K  !  -  ■ 


'Exhibit  10.15  to  the  May  1999*  Form  10-Q  ?  - 

,  *'  ’  f  >■  -  ,K” 

-v  •  k  '  .  >;  ■. ■ . i  «  .* n 

••  ,  • 

.  -  -  .  >  h  ■  -  *  !  .  : 

'Exhibit ‘10.16  to  the  May.  1999  Form  10-Q 


;  Exhibit  10.15  to  Company’s  Annual  Report  on 
'(Form  10-K*(File  No.  1-10951)  for  the  fiscal  A 
year  ended- January  30,.  1993  (“1992 
.  Form  10-K”)  ' '  !^.i  . .. 

..  'Vi./,  w 
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Exhibit 

Number 

10.16 


10.17 


10.18 


10.18.1 


10.19 


10.20 


•  '  -  _ '  -  •  -  Description! 

"Liquidity .Agreement, .dated  as  of..  •  t  ' <  •  : 
December  31,  1992,  among  Seven  Hills,  the;.,'. 
Company,  the  financial  institutions  named 
therein,  arid  Credit  Suisse,  New  York  Branch, 

-as  Liquidity^ Agent  ,  t  r  t 

Pledge  and  .Security  Agreement,  dated  as  of 
December  31,  1992,  among  Seven  Hills,  the  - 
t  Company,  The  Chase  Manhattan  Bank,  as 
Depository  and  Collateral  Agent,  and  the 
Liquidity  Agent  f; _  \  j  . 

Security  Purchase  Agreement,  dated  as  of  t 
July  30,  1998,  by  and  among  Fingerhut  ; 

Receivables,  Inc.  (the  “Transferor”),  Kitty 
‘Hawk  Funding  Corporation  (“Kitty  Hawk”), 

,  Falcon  Asset  Securitization  Corporation  ..  j  , 
(“Falcon”),  Four  Winds  Funding  Corporation i, 
(“Four  Winds”  and,  collectively  with  Kitty  -w 
Hawk  and  Falcon,  the  “Conduit  Purchasers”),  '  ? 
The  Bank  of  America,  N.A.  (“BofA”  or  the 
“Administrative  Agent”),  The  First  National 
Bank  of.Chicagp  (“First .Chicago”),  , 
Norddeutsche1  LandesbankkGirozentrale,  New 
York  Branch  and/or  Cayman  Island  Branch' 
(“Norddeiitsche”),  and  Commerzbank 
Aktiengesellschaft,  Chicago  Branch  '  * . 

(“Commerzbank”  and  collectively  with  BofA," 
First  Chicago  and  Norddeutsche,  the  / 

“Alternate  Purchasers”  arid  collectively  with 
BofA  and  First  Chicago,  the  “Managing  *•  F,,‘ 
Agents”)  , 

First  Amendment  Agreement  to  Fingerhut 
Receivables.  lnc.  Security  Purchase  ; 

Agreement,  dated  as  of  July  29,  1999,  by  and 
among  Fingerhut  Receivables,  Inc.,  Kitty 
{ Hawk-,  Falcon,  Four  Winds,  the  Conduit 
Purchasers,  the  Alternate  Purchasers  and  the  - 
Managing  Agents 

Commercial  Paper  Dealer  Agreement,  dated  as 
of- December  31,  1992,  among  Seven  Hills,  the 
Company,  and  Goldman  Sachs  Money 
Markets,  L.P.  \ 

Commercial  Paper  Dealer  Agreement,  dated  as 
of  December  31,  1992,  among  Severi  Hills,  the  • 
Company,  and  Shearson  Lehman  Brothers,  Inc. 


Document  if  Incorporated  by  Reference. 

Exhibit  10.16  to  1992.F6rm'10-K 


*  Exhibit .  1 0. 17  to  •  1 992  Form’  1 0-K 


Exhibit  10:3  to  the  July  1999.  Form: 
w..'  -c’T 


10-Q 


Exhibit  10.4  to  the  July  1999"Form’  10-Q 


’  .  *  - ■>’.*  .  &  ■« 

Exhibit  10: 18 ’to  1992  Form  1 0-K 


Exhibit  10.19  to  1992  Form  10-K 
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Exhibit 

Number. 

10.21 


10.22 


10.23 


10.24 


10.24.1 


10.25 


10.25.1 


Description 

Receivables  Purchase  Agreement,  dated  as  of 
January  22,  1997,  among  FDS  National  Bank 
and  Prime  II  Receivables  Corporation  (“Prime 

H’V  .  . 

Class  A  Certificate  Purchase  Agreement,  dated 
as  of  January.  22;  1997,  among  Prime  II,  FDS  . 
National  Bank,  The  Class  A  Purchasers  Parties’ 
thereto  and  Credit  Suisse  First  Boston,  New 
York  Branch,  as  Agent 

Class  B  Certificate  Purchase  Agreement,  dated 
as  of  January  22,’  1997;  among  Prime  II,  FDS  , 
National  Bank,  The  Class  B  Purchasers  Parties 
thereto  and  Credit  Suisse  First  Boston,  New 
York  Branch,  as  Agent  ... 

Class  A  Certificate  Purchase  Agreement,  dated 
as  of  July  6,  1999,  by  and  among  Prime  II,  as 
Transferor,  FDS  National  Bank,  as  Servicer, 
•The  Class  A  Purchasers,  and  PNC  Bank, 
National  Association,  as  Agent  and 
Administrative  Agent  ‘  • 

First  Amendment  to  Class  A  Certificate . 
Purchase  Agreement,  dated  as  of  August  3, 
1999,  by  and  among  Prime  II,  as  Transferor, 
FDS  National  Bank,  as  Servicer,  The  Class  A 
Purchasers,  and  PNC  Bank,  National  t 

Association,  as  Agent  and  Administrative  . 
Agent  ’ 

Class  B  Certificate  Purchase  Agreement,  dated 
as  of  July  6,  1999,  by  and  among  Prime  II,  as 
Transferor,  FDS  National  Bank,  as  Servicer, 

The  Class  A  Purchasers,  and  PNC  Bank, 
National  Association,  as  Agent  and  t 
Administrative  Agent 
First  Amendment  to  Class  B  Certificate 
Purchase  Agreement,  dated  as  of  August  3,  ; 

1999,  by  and  among  Prime  II,  as  Transferor, 
FDS  National  Bank,  as  Servicer,  The  Class  A 
Purchasers’  and  PNC  Bank,  National 
Association,  as  Agent  and  Administrative 
Agent 


Document  if  Incorporated  by  Reference 

Exhibit-40.19  to  the  1996  Form  10-K 
V  ■'  S'  *-■  JVV. 
Exhibit  10.20  to  the  1996 ‘Form  i0-K 

Exhibit  10.21  to  the  1996  Form'10-K 


*  Exhibit  10.6  to  the  July  ’ 1999  Form  10-Q 

V  tv 

1  *  i  >  A  u.  r ,  , 

/  i’li  -  ^  1  -  fi.'K 

Exhibit  *ip.7  to  the  July  1999  FormJ  10-Q 


Exhibit  10.8  to  the  July.  1999-Form  10-Q 

.  *.  :>■  t  •  < 

•  - ‘■.’■‘■jrv  .  ’ 

i  ■  *  v  •-  f :»  >-■  ;<  • 

.  Exhibit  10.9 , to.  the  July.>  1999  Form  10-Q 


*  -s 


*Vy*  V  Description  t  Document  if  Incorporated  by  Reference 

10.26'  .  Pooling  and  Servicing -Agreement,  dated  as  of  y  Exhibit  10.22  to  the  1996  Form  1  Or K 

January  22,  1997,  (the  “Prime  II  Pooling  and -  u  .  -  -  v 

Servicing  Agreement”)  among  Prime  II,  FDS  ‘  $  ..  , 

National  Bank  and  The  Chase  Manhattan  v  ■  .  ;  .  «  .  ■  ■  ■*  - 

.  t  Bank,  as  Trustee 

10.27  Series  1997=1  Supplement,  dated  as 'of  *  Exhibit  10.23  to  the  -1996  Form  10-K  , 

January  22,  1997,  to  the  Prime  II  Pooling  and  V‘  *  ‘  •  ,. « 

Servicing  Agreement  ‘  ;  ... 

10.28  .  Series  1999-1 -Variable  ?Funding  Supplement,  Exhibit  10.5  to  the  July»,l 999  Form -10-Q  <  {,• 

'  dated -as  of  July/ 6,.  1999,  to  the  Prime  II  ;_.r.  .  .  ..  .  , 

Pooling  and  Servicing  Agreement  .  .  ;  .  •  ,  ■  '  .  . 

10.29  Commercial  Paper  Issuing  and  Paying  Agent' , :  ».">  Exhibit  10.25  to  the  1996  Form.  10rK 

Agreement,  dated  as  of  January  30,  1997,  .  •  •  .*  • 

i  .between  Citibank,  N. A.  and  the  Company  .  ^  ,  .  ... 

10.30  Commercial  Paper  Dealer  Agreement,  dated  as.-;-  Exhibit  10.2  to  the  May.  1999  Form  10-Q 

of  March  12,  1999,  between  the  Company,  as 

« .  t.-*  -.Issuer, tand .Goldman  Sachs  &£o.,-  as  Dealer , 

10.31  Commercial  Paper  Dealer  Agreement,  dated  as  Exhibit  10,3  to.  the  May  1999  Form  10-Q 

of  March  12,  1999,  between  the  Company,  as  •  ■  ,  ' 

Issuer,  and  First  Chicago  Capital  Markets,  Inc.,  :•  i  ■ 

as  Dealer  ... 

.10.32  Commercial  Paper  Dealer  Agreement,  dated  as  Exhibibl0.4  to  the' May  1999  Form  10-Q 

>  /<of  March  vl2,‘ 1999,*i  bet  ween  the  Company,  as-  .  ‘ 

Issuer,  and  Chase  Securities  Inc.,' as  Dealer  f  ,*•  • 

.  10.33  Tax  Sharing  Agreement  ‘  Exhibit’  10.10  to  Form  10 

/ 10.34  Ralphs  Tax  Indemnification  Agreement  ^  ’V  ’Exhibit  10.1  to  Form  10 

10.35  Account  Purchase  Agreement  dated  as  of  ►  .Exhibit  19.2  to  Macy’s  Quarterly  Report  on  . 

May  10,  1991,  by  and  among  Monogram  Form  10-Q  for  the  fiscal  quarter  ended  May  4, 

f  ^Bank,  USA,  Macy’s,  Macy  Credit  Corporation,  1991  (File  No.  33-6192),  as  amended  under 

Macy  Funding,  Macy’s  California,  Inc.,  ,  cover  of  Form  8,  dated  October  3,*  1991 
Macy’s  Northeast,  Inc",  Macy’s  .South,  Inc.,  ’ 

Bullock’s  Inc.,  I.  Maghiri,  Inc!,' Master 

Servicer'*  and' Macy  Specialty  Stores,  Inc.**  1  s'*  -  H  ;V 

10.36  Amended  arid  Restated  Credit  (Card!  Program  *  *  4  Exhibit  10.1  to' the  Company’s  Quarterly 

•  Agreement,  dated  as  of  June  4,  1996,  among  Report  on  Form  10-Q  for  the  period  ended 

GE  Capital  Consumer  Card  Co.  (“GE  Bank”),t:  l’  August  3,  1996  (the  “‘August’ 1996  *  :  - 

FDS  National  Bank,  Macy’s  East,  Inc.,  Macy’s  Form  10-Q”)'  -  '  ’  * 

'West, Tnc j,jBullock’s,  Inc.,  Broadway  Stores,  .  .  -  .  ..  ». 

Inc.,  FACS  Group,  Inc.,  and  MSS-Delaware,  . ,  t  ,  -  . 

Inc.**  ^  ;  ,  '  .  "  _  1  *'*  f  t  ”•  ‘  '  "  ;*  '• 


Exhibit 

Number .  j\  .  .. 
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Exhibit 

Number 

/ 10.37 

10.38 

10.39  ■ 

10.40 

10.41 

10.42 

10.43 

10,44" 

10.45 

10.46  * 

10.47 

10.48 

10.49 


w  i  Description  •  * 

Amended  and  Restated  Trade  Name^  and  '<i 
Service  Mark  License  Agreement,  dated  as  <of;i 
June  4,  1996,  among  the  Company,  GE  Bank' 
and  General  Electric  Capital  Corporation  (“GE 
Capital”) 

FACS  Credit  Services  and' License' Agreement, 
dated  as  of  June  4,  1996,  by  and  among  GE.. 

.  Bank,  GE  Capital  and  FACS  Group,  Inc,** 

» ‘FDS -Guaranty,  dated  as  of  June  4,  1996 
GE  Capital  Credit  Services  and  License 
Agreement,  dated  as  of  June  4,  1996,  among 
GE  Capital,- FDS  National1  Bank;’ the  Company 
and  FACS  Group,  Inc.** 

GE  Capital/GE  Bank  Credit  Services 
Agreement,  dated  as  of  June  4,  1996,  among"  :• 
GE  Capital  and  GE  Bank**  . 

Amended  and  Restated  Commercial  Accounts 
Agreement,  dated  as’ of  June  4;  4996,  among ; 

'  GE  Capital,  the  Company,  FDS  National  a  . 
Bank,  Macy’s  East,  Inc.,  Macy’s  West,  Inc.,'?  . 
Bullock’s,  Inc.,  Broadway  Stores,  Inc,,  FACS 
.  Group,  Inc.  and  MSS?  Dela  ware; ;  Inc .  *  *  ^ 

Agreement  and  Plan  of  Merger,  dated  as  of 
February  10,  1999,  among  the  Company, 
Bengal  Subsidiary,  Corporation,  and.Fingerhut 
Companies,  Inc.  (incorporated  by ;  reference  to 
Exhibit  (c)(1)' of  the  Schedule  141X1,  filed  by 
"  the  Company  arid  Bengal  on  February  18,  . 
.1999),  *.  ,  v..  •  v  )  C  Li  -.'^1 

I  '  '  .  .  r  j  ~'l  .  :  \  T  4  **  •  ,  ■  1‘  '  •!  r(  >1  *  I 

1992  Executive  ^Equity  Incentive  Plan* 


1995  Executive  Equity  Incentive  Plan,  as 
amended  and  restated  as  of  May  21,  1999* 

ifll  ->4  .  •  •*<  .i 

•  •  tt  ■  0  O’  i-  ;i»  i 

1992  Incentive  Bonus  Plan,;as.  amended  and'-,*, 
restated  as  of  December  10,  1999*  ; 

Form  of  Severance  Agreement*  .-j 

Form  of  Indemnification  Agreement* 

Senior  Executive  Medical  Plan* 


Document  tf  Incorporated  by  Reference  , 

i  t  *  ‘Exhibit  10.2  to ;thei August1 1996  Form  10-Q,  > 

-V  •-  ’  i  u  vM  .  . 

.  *•  ..in’1  ?<•  ...  '--yo.  vy  u - 

%’  •  ■  ■ 1 1  Li-  K  L-t'  ’  ’■ 


vExhibit.10.3  to  the  August.  ! 996  Form  10-Q 


rr-*‘  Exhibit  10.4  to 'the  August' 1996  Form  10-Q.  <4 

''  Exhibit  10.5  to  the  August  1996'Foim  10-Q  , 

.u  -u  rsrjf  '  v  4  ‘U  .  :<  ■  <  ■' 


'Exhibit*10.6  to  the  August  1996  Form  10-Q 


^  Exhibit' 10:7  to  the  August  1996' Form  10-Q 

IL-Jj  .Ilf  1  ■'  0i 

>M  i<  ot  4 - t  »**  ■  Li  r :  ‘1.  *. 


s',  •*  j'L  -  ■ "  '.■>{*?  >  *2l  0* 

Exhibit  10.1  to  the  May -.1999  Form40-Q 

>!  VT  ■'  ■■  •  ’  -  .  L 


i*?i  ”  :'i'i  !  V*  . 


?l..h 


»■»*..*.  ...  /  ™  -  ■ 

‘<y>  Exhibit  10.12  to  the  Company’s  Registration 
Statement  on  Form  10  filed  ^November  27, 

*v  *1991,  as  amended  * ,  7  .  .  .7 

y  -  Appendix  A  to> the jCompany’s  Proxy 

Statement  on  Schedule,  14A,  filed  April  21,. ,, 

;  'i999  ’  v^/ c 7 [  .  7":  • 

t’yt'i  .r  ■  *  >  )  .  ...  : .  if-'  in 

i  ** '  ’ : 1  - 1 v .  f  o. . , ;  * ! ;i  -id 

;  .  .  vy.i  ■ 

;  .j**  Exhibit  10.33‘to  the  4994  Forint  10^K. 

'^  "Exhibit  10.14  to  Form  10'  a/  '  '  ; 

.  Exhibit  10.1.7  to  the  Company’s  Annual 
Report  on  Form  10-K  (File  No,  1-163)  for  the 
•  fiscal  year  ended  February  3,  1990 
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Exhibit 

Number 

Description 

Document  if  Incorporated  by  Reference 

10.50 

Employment  Agreement;  datedias.of.  . :  • 

August  27,  1999,  between- James;  M. 
Zimmerman  and  the  Company* ** 

...  •.-■■■  •  '  /*.  *• 

10.51  . 

p  Employment  Agreement/  dated  as,of  May  16, 
*1997,  between  Terry  J.  Lundgreri  and  the 

Exhibit  10.43  to  the  1997  Form  10-K 

Company*  '  -  ’  ■  •  ^  -  r'*.  ,’r  - 

10.52 

Form  of  Employment  Agreement  for 
Executives'  and  Key ^Emjjlbyeesf.  * 

,  Exhibit  10,31  to  1993  Form  lO-K*  *  '  "  ‘ 

10.53 

Form  of  Severance  Agreement  (for  Executives 
and  Key  Employees  other  than  the  Executive 

Exhibit  10,44  to  the  Company’s  Annual 

Report  on  Form  10-K  for  the  fiscal  year  ended 

Officers)*  ...  ,/ JJri;  ,  f..  J 

January  30,  1999  (the  “1998  Form  10-K”) 

10.54 

Form  of  Second  Amended  and -Restated  : 

»•  Severance  Agreement,  (for  the 'Executive 

Exhibit  10.45  to  the'  1998  Form  10-K 

Officers)*  .  .  7 

-■  i.  -  . 

10.55  • 

Supplementary  Executive^ Retirement  PIan,:  as  . 
amended  and  restated  as  of  January  1,  1997*  • 

.  Exhibit  10.46  .to  the  1996  Form,  10-K 

'  ;  ;■  '  y 

10.56 

Executive ’Deferred  Compensation  Plan,  as  ' 
amended* 

.  -  •  Exhibit  10.47  to  the  1 996  Form  -10-K—  - 

10.57 

Profit  Sharing  40  l(kj  Investment  Plan 

*'  Exhibit  10.48  to  the  1996 -Form-1 0-K  - 

(amending  and  restating  the  Retirement 

Income  and  Thrift  Incentive  Plan)  effective  as 
of  April  1,  1997* 

.  ,  *  .  -  -  .  -  v,-;  ‘  -  - 

10.58 

Cash  Account  Pension  Plan  (amending' and 
restating  the  Company  Pension  Plan)  effective 
as  of  January  .1,  1997* 

'  -  Exhibit  10.49  to  the  1996  Form’  10-K 

21 

Subsidiaries 

22 

‘Consent  of  KPMG  LLP 

23 

Powers  of  Attorney '  ; 

. *  -  .  . . _ 

27 

Financial  Data  Schedule 

*  Constitutes  a  compensatory  plan  or  arrangement.  ,u  '  ■ 

**  Confidential  portions  of  this  Exhibit  were  omitted  and  filed  separately  with  the  SEC'  pursuant  to 
Rule  24b-2  under  the  Exchange  Act.  .  1  .  . ^  . 

•  (b)  Reports  on  Form  8-K.  .  f  -  ‘  . 

(i),  Current  report  on  Form  8-K/  dated  December  6,.  1999,  reporting  matters  under  items  5  and  7 
* •  v  thereof.  *  :  '*  *’*,  1  ‘  y  -  , 


••  ■,,,  •  v,:.,  .WrC.  SIGNATURES  ^  .  '  -  .  t".  . 

.  Pursuant  to  the  requirements  of  Section  13  or  15(d)  of  the  Securities  Exchange  Act  of  1934,  the  Registrant  has  duly 
caused  this  report  to  be  signed  on  its  behalf  by  the  undersigned,  thereunto'duly>authorized.  t  •  *'■'*'  ' 

*  FEDERATED ’DEPARTMENT  STORES,  INC,  : 

‘  .•  v 

v  i?'-  4  .  •  *‘j  : >!  -;'"i  By:  ;!/,  .  ,V„  /s/  . .DENNIS- J.  BRODERICK 

thi  ’Dennis  ).  Broderick  ».•* 

,  Senior  Vice  President,  General  Counsel  and  Secretary 

Date:  April  19,  2000  ...  ..  . 

.  *  v  .•«  ‘4  «»  *-  *  f  *  •  •  .  i  5  .  *  •  ‘  ‘  \ 

Pursuant  to  the  requirements  of  the  Securities  Exchange  Act  of  1934,  this  report  has  been  signed  below  by  the 
following  persons  on  behalf  of  the  Registrant  and  in  the  capacities  indicated  oh'Aprir  i9,'2000. 


’ , .  Signature 


Title 


James  M.  Zimmerman, 


•t  !• 


Terry  J.  Lundgren 


Ronald  W.  lysoe 


Karen  M.  Hoguet 


Joel  A.  Belsky 


Meyer  Feldberg 


Earl  G.  Graves,  Sr. 


George  V.  Gnine 


Sara  LeVinson 


Joseph  Neubauer 


Joseph  A-.  Pichler 


Karl  M.  von  der  Heyden 


Craig  E.  Weatherup 


Mama  C.  Whittington 


Chairman  of  the  Board  and  Chief  Executive  Officer 

(principal  executivesofficer)  and  Director '  „ • r  •  «*,■!■ 

President  »ahd  Chief  Merchandising  Officer  and  Director 
-  \  *  '  .  '  '  *  ■ 

•  Vice  Chairman,- Finance  and  Real  Estate  and  Director 

Senior  yice  .President  and  Chief  Financial, Officer  ; 

Vice  President  and  Controller  (principal  accounting'  officer) 

.Director  ,.  .«•'.*  .  „  *•'  }1.  „  .  .. 

.  •  tt.  * 

Director  ,  ,  *  , 

Director 
Director 
Director 
Director 

Director  *  { 

Director  ,:/£ 

Director 
>  t 


ij t-iu/t  •  w 

1  * 


*  The  undersigned,  by  signing  his  name  hereto,  does  sign  and  execute  this  Annual  Report  on  Form  10,-K  pursuant  to 
the  Powers  of  Attorney  executed  by  the  above-named  officers  and  directors  and  filed  herewith.  ,  ' 


By:  _ 


is!  DENNIS  J.  BRODERICK 


.  Dennis  J.  Broderick 
Attorney-in-Fact 
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Consolidated  Statements  of  income  for  the  52  weeks  ended  January  29,  2000, 

January  30^  1999,  and  January  3i\  1998  .  /-.*! . .'.  7V  ' .  /./. .......  ‘  F~4 

Consolidated  Balance  Sheets- at  January  29,  2000,  and  January  30,  1999 .  ‘  F-5 

•'  *' " '  Consolidated  State  merits ’of  Changes  in  Shareholders’  rEquity  for  the“52' weeks 1  l'  -  ; 

‘  '* l1  A’  ended  January  29,  2000, ^January' 30,  1999  and  January  31,  1998  .  .  “  ■  F-6 

Consolidated  Statements,  of  Cash  Flows  ..for  fhe, 52  weeks  ended  January  29,  . 

y  -/4  .  2000,  January  .30, ;  1999  and  January  3 1, s:l, 998 , . #.jV.  Ji.lF-7r 

Notes  to  Consolidated  Financial  Statements  . '. .  . . . . .  ^F-8 


%  ’  v\  r^MANAGEMENT^SfREPGRTur>^; V  ■  .\ 

To  the  Shareholders  of  „  ..  ~"V.  ‘ 

Federated  Department  Stores,  Inc,:  _  :  - 

.The  integrity  and  consistency  of  the  consolidated  financial  statements  of -.Federated  Department  Stores, 
Inc.  and  subsidiaries,  which, were  prepared  in  accordance  with  generally  accepted  accounting  principles,  are 
the  responsibility  of  managemenCand  properly  include  some,  amounts  that  are  based  upon  estimates  and 
judgments.  **  **  .  •  *"  •*  *'"  *'  *'  *  ■  • 

. , -v  ;ri‘r ,  •  k*-.-;  ;i  ’■»*■/*. 

The  Company  maintains  a  system  of  internal  accounting  controls,,  which  .is  supported,  by  a  program  of. 
.internal  audits  with  appropriate  management  follow-up  action,  to  provide  reasonable  assurance,  at  appropriate 
.  cost,  that' the  Company’ s^assets  are  protected  and  transactions  are  properly  recorded?  Additionally, -"'the 
integrity  of  the  financial  accounting' system  is  based  on  careful  selection  a^d  Gaining  of' qualified  personnel, 
organizational  arrangements  which  provide  for;  appropriate  division  of  responsibilities' and  communication  .of 
established  written  policies  and  procedures. .  .  .  .  . .  f:  ;  ■••••:.  ’  I  '5  ;: 

The  consolidated  financial  statements  of  the  Company  have  been  audited  by  KPMG  LLP,  independent 
certified  public  accountants.  Their  report’ expresses  their  opinion  as  to  the  fair  presentation,  in  all  material 
respects’  of  the  financial  statements  and  is  based  upon  their  independent  audits  conducted  in  accordance  with 
generally  accepted  auditing  standards.  -  '  . 

•  ■  The  Audit  Review  Committee,  composed  solely  of  outside  directors,  meets  periodically  with  the 
independent  certified  public  accountants,  the  internal  auditors  and  representatives  of  management  to  discuss  . 

•  auditing  and  financial  reporting  matters.  In  addition,  the  independent  certified  public  accountants  and  the 
Company’s  internal  auditors  meet  periodically  with  the  Audit  Review’ Committee  without  management 
representatives  present  and  have  free  access  to  the  Audit  Review  Committee  at  any  time.  The  Audit  Review  r 
•Committee  is  responsible  for- recommending  to  the  Board  of  Directors  the  engagement  of  the  independent 
certified  public.accountants,  which  is  subject  to  shareholder  approval,  and  the  general  oversight  review  of  , 
management’s  discharge  of  its  responsibilities  with  respect  to  the  matters  referred  to  above. 

James  M.  Zimmerman  .  /.  ■,  p 

Chairman  and  Chief  Executive  Officer.  ^  ■  -  -  **  “ 

-Karen  M.  Hoguet.  .  '/  '  .  .  •  ,  ,  ’ 

Senior  Vice  President,  Chief  Financial  Officer 

Joel  A.  Belsky  ‘  .  •  '  '  .  -  ’’ 

Vice  President  and  Controller  ■  *  '  ,  •  .  . 


5  >  INDEPENDENT  AUDITORS  ’  REPORT 

-T.  1 


The  Board  of  Directors  and  Shareholders,  ,  ,v  ,  v.  v.  .  ■' 

Federated  Department  Stores,  Inc.:  .  ..  - .  ^  ^  • 

v,,  ’  '  We  have  audited  the’accompanying^corisoliidated  balance  sheets  of  Federated  Department  Stores,  Inc.  and 
subsidiaries  as  of  January '29,  2000,arid  January '*30,  1999,  and  the  related  consolidated  statements  of  income, 
changes  in  shareholders’  equity  and  cash  flows  for  the  fifty-two  week  periods  ended  January  29,  2000,:;  - 
January  30,  1999  and  January  .3 1,*T998.  These  consolidated  financial  statements  are  the  responsibility.,  of ,  ^ 
management.  Our  responsibility  is  to  express,  an  opinion  on  these  consolidated  financial  statements  based  on  . 

•  ouraiidits. .  ‘  ‘ .  ..  t ■*'  '  “  "  " 

We  conducted  ouriaudits  in  accordance  with  generally  accepted  auditing  standards.  Those -standards  •  .<.} 
require  that  we  plan'  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial ,  ,  , ; 

statements'  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence;  ■ 
supporting  the  amounts  arid  disclosures  in  the  financial  statements.  An  audit  also  includes 'assessing1  the 
accounting  . principles  used  and  significant"' estimates  made  by  management,  as  well  as  evaluating  the 'overall* 
financial  statement  presentation.  .We  believe  that  our  audits  provide  a  reasoriable  basis  for  our  opinion. 

In  our  opinion,  the  consolidated  financial  statements  referred  to  above  present  fairly,  in  all 'material 
respects,  tHe  financial  position" of  Federated  Department  Stores,  Inc.  arid  subsidiaries  as  of  January  29,-2000  T- 
and  January. 30, 1999,  and  the  results  of  their  operations  and  their  cash  flows  for  the  fifty-two  week  periods.  i 
ended  January  29,  2000,  January  30,  1999  and  January  31,  1998,  in  conformity  with, generally  accepted- 
-  accounting  principles.  .  '  *•  ’  .  -  .  ,, 

*•  ^ ‘  i  .  •  KPMG  LLP  •  • 


Cincinnati,  Ohio 
February  22,  2000 


FEDERATED  DEPARTMENT  STORES-  INC. 


.  (millions,  except  per  share  data)r'c' 

■  •  -  .  ■ 

•-  .■  *•  -.it  *  •«  »*i> 

U"  v  0  ■'  •  •'/.  -s'-,*  i  *.-#•  , 

52  Weeks  Ended 
January1 29,  2000 

r.,52  Weeks  Ended; 

‘.  January  30,  1999  .  1 

52.Weeks  Ended 
January  31,  1998 

*.i  .v  -  .  i'  '  i  i  iv..  v  ^  ,’it  \( 

f  I 

<  -  v  - 

Net  sales- V.- . .  .'£**  f  ,V.r. : .  ... .....  ...-vi ...; 

*;  $  17s7 16 «: ; 4 

.<-}.v  $15,365. 

^,$15,220*;/'- 

Cost  of- sales  .vW  Vf.V! . . . .  .-.4Vt .*.  VI ; 

»  :T0,'443. • 

-  ,  .  v  9,218  *  V  iJ% 

9,200 

Selling,  general  and' administrative  expenses  . .".  .  V. 

MM'"  ‘>v 

J4,679,'  ,-t 

Operating  “income . * . - . 

1,701V  ‘ 

'  1,455. 

1,341 

Interest -expense-  .K-  :■  i :■&  .' _ 1 . 

f  *•'  (368) 

w;  V‘>(304>"  *• 

-i-*  (418) 

Interest  income  ' .  r.'.'TK  . .' ... . . ! . : 

.<J  13  '• 

‘‘j2  ^-r* 

/35v^ 

Income  before  income  taxes  and  extraordinary  items  ,.'v. 

r.;  1,163  . 

i  .  '>  if*. 

,'k  ^958.; 

Fe'deral-,  state  and> local  income-tax  expense .  .  . . . '.  .-*. 

-  ,  .  (551)-,- 

OO 

r- 

•  Tv(383)A." 

Income  before'* extraordinary  items  .  :.  .-t. . ’.  .-.'v. 

:795V  ''- 

** . 1  685-!  -v 

-  575. 

Extraordinary  items . . * . . 

.  •• ;  (23) ; 

.  ,  -  09) 

Net. income  ■  •  ■  ...J  . .  .v.jj  .  ...f. ..*. 

$ i "795 J 

662  f, 

536, . . ri 

Basic. earnings  per  share;  *  '  '  ■ : '  5  V  *  ‘ 

:*  i  %  ,0  ;  V*  ■ .  ' 

<  *  ' 

l.:  * 

Income  before  extraordinary  items'*.'. . . .  /.’V. ;! ' . 

<A--Lj.r3.78. 

■  ’-■$“■• ’3.27 ■  -- 

•$•  2.74s' . 

Extraordinary  items  . . . . 

- 

'  Gll)‘  -  ' 

Net  income  .  . ‘. . . 

$  3.78  . 

$  3.16 

.$  2.56 

.  ;  •{  '  ,  (r;  ‘i  A 

Diluted  earnings  per  share: 

Income  before  extraordinary  items . . 

*'  $  3.62 

$  3.06 

,  $  2.58 

Extraordinary  items  . . .  .  .  .  . . !:..... V .. . 

-  - 

(.10). 

.  :^-(Ci7*)»’> 

The  accompanying  notes  are  an  integral  part  of  these  Consolidated  Financial  Statements. 


FEDERATED  DEPARTMENT  STORES,  INC. 

V  f  ‘  i  -  CONSOLIDATED' BALANCE  SHEETS  , 

-  (miliions) 


‘  '  i.  -  ^  .  January  29, 2000  January  30,  1999 

2'i::  • 

Current  Assets:  •  •  (  »<..  •  ^.-3 .  '  ;.*•  •  ' 

Cash  _ : . . .-. .......  A. ... .  .  . . . . ......  ,$  218  $  .307 

Accounts  receivable  . . .  ...  \ .  r^,.  4,313  j  2,209 

*  Merchandise  inventories^  i  v . — *.y . - ,  ; . ...... . : . . . .  3,589  •  =  ■*  *  3,259 

Supplies  and  prepaid  expenses .  ;  ;  .  *! ................  I .  .*.  ‘.  . . . : . .  '  .  .  ,  230  ”  .1 17. ,  ••  • 

Deferred  income  tax  assets,. 1 . i >  172  ;  i.  80  .. 

'  Total  Current  Assets  . . . .  .  .  . . ; . . <.  .*  •'  '  -  ''8,522  - -r' •  -  5,972  A 

Property  and  Equipment  -  net  .......  _.... ... . ;  . ........  A.  ...  .  6,828  .  6;572 

Intangible  Assets  -  net . .  .  .  .  .; . -. .  . . . .  1,735  •.  ,631 , 

Other  Assets  ; . ., . . . . .  .  .  .  . . . . . . : . . v>  607.  ^  t  ...  289 

*  .V"  ‘  Total  Assets  . . \  .  . . • . . .  $17,692-  ’  »  ,.$13,464  ; 

LIABILITIES  AND  SHAREHOLDERS’ EQUITY  *  " 

Current  Liabilities:  •  .-  .*•  ■*-*$■ »-  i  •  • 

.  Short-term  debt  . . .  .  . . . .  '  $-l;284  '■  r/  $  524' 

Accounts  payable  and  accrued  liabilities . . . . . . . . . : . ,'V:  •'*'  3,043  2,446 

Income  taxes . :  _ _ ......’ . .  225  98 

.  Total  Current  Liabilities  .  .*... . . ", . :.  t  .  * !  4,552  r  .  •  3,068 

Long-Term  Debt  .  .' ..:...  ...  . . . . .  4.  .  . ■ _ ...  4,589  3,057 

Deferred  Income  Taxes . . . . . .  *'  1,444  l;060 

Other  Liabilities . . . .  555  •  '  *  570  - 

Shareholders’  Equity . . : . . . _ *. .  .* . ,  ’  ,-;}6,552,  5,709  . 

.  Total  Liabilities  and  Shareholders’  Equity.  .  -«  $17,692  .  $13,464 

'*  The  accompanying  notes  are  an  integral  part  of  these  Consolidated  Financial  Statements.  '  ’ 


FEDERATEDfDEPARTMENTSTORES;iNG:  I 

CONSOLIDATED  STATEMENTS  OF  CHANGES  IN  SHAREHOLDERS’  EQUITY 
'  ,  ,  >!  (millions)  * ■..*  ..  *  .  .  • 

' '  ■,  ’’J >  Vs  '•  j  .  ’•  js  • 

Additional 

; 

Unearned 

'  Accumulated 
'  Other 

*  Total  ‘  ‘ 

Common  Paid-In  Accumulated 

Treasury 

Restricted 

Comprehensive 

Shareholders’ 

Stock  Capital 

Equity 

J '  Stock  / 

Stock 

Income 

Equity 

,  Balance  at  February  1,  1997  . . . 

$2  _  $4,'4o0 

$  834 

$(566) 

'■$(0-  1 

•  $■  -  ■ 

A $4(669  :  V 

Net  Income . . 

-  .  i  ,  ^ 

■  '536  ... 

’  V" 

■’•536 

.  ,  Minimum  pension  liability  adjustment. 

i  ■ 

. y>-\  ' . 

net  of  income  tax  effect . . 

'  ■  "  "V'"’  ' 

■  .V 

1,(3)  *  . 

■i.r  -- 1(3) 

Total  comprehensive  income  .......... 

. 

-j 

*-**  '533 

.  *  *  Stock 'issued  under  stock  plans . . 

•  ,y  46  .  - 

(7)-. 

•  •(!)’'  ■ 

38- 

1  Deferred  'c  o  mpen  s  ati  o  n  plan, distributions 

,  j 

1 

,  , 

'  •T  .. 

'.  1 

■  Income  tax  benefit  related  to  stock  plan 

y\‘  activity. . . v. . . . . . .. 

<  .  is  r 

.  >r '**/,'  •  *  i.* 

!..'<-vl5-ir  . 

Balance  at  January  31,  1998  . 

2  .  4,461  * 

1,370  . 

(572) 

(2)./ 

:  ;  0)- 

5,256  . 

Net  Income  . . .'! . l:  < v. .  ’ . . 

662 

,rV.  V'"-1 

’662^;  ■ 

Minimum  pension  liability  adjustment. 

“.  .  .  V 

'  (7 f  \  .*■■■■ 

net  of  income  tax  effect . . . . f 

V  :•  •  : 

.  (7)  ... 

Total’ comprehensive  income  :.j . . 

•» 

* 

*  -  -V  '  *  ;■ 

'  655 

Stock  repurchases . . . . .’ . : 

(591) 

'  (591) 

>  ,  Stock  issued  under  stock  plans . 

.  ;>  ,  36 

S.  i ' 

«JV  (6)> 

30  • 

Deferred  compensation  plan  distributions 

•  1 

,  /t  X  ' 

Restricted  stock  plan  amortization  . 

1 

-vi-'1  : 

Income  tax  benefit  related  to  stock  plan 

/  13*  ' 

?  /* 

v-  *  !  .'•V- 

,  "it  .-  jti 

13 

‘.O' •' 

•  activity . . . . 

Stock  issued  in  conversion  of  *  ,  . .  ’  - ' 

subordinated  notes  ....'.* . .  . 

,  (104) 

448  . 

.*■  k"'*’', 

•  '  344  - 

Balance  at  January  30,  1 999  . 

•  2  4,406 

2,032  V 

(720) 

'  (1)  * 

,  .(10),  ,  {\ 

5,709  ;  ;  ;  “  • 

■  '  Net  Income . . .' 

■795  ’ 

J 

■f;  .  ^5  -  ^ 

Minimum  pension- liability  adjustment. 

.  . . 

,■  l  '  ; 

net  of  income  tax  effect . .... .  . 

*10  ‘  " 

w  '  ■ . 

'  Total  comprehensive  income  . . 

”  . -j. 

>  805. ,  ;  ” 

Stock  repurchases . 

'(267) 

(267)  ‘  '  . 

Stock  issued  under  stock  plans . •  . 

.  -  •  52 

(4) 

•  (9) 

..  M7'  <  ' 

:  :r  ■  39  . 

Stock  issued  upon  exercise  oFwarrants . 

l  ,  .  .  233” 

v  i  • 

-  s  \ 

•  ••  My 

t  .  '234  ' 

Restricted  stock  plan  amortization . 

.  3 

3 

♦  Deferred  compensation  plan  distributions 

„>V,  *-  .| 

i 

.  'si*,  t..-,;/ 

1 

,  Equity  issued  in  acquisition . . 

Income  tax  benefit  related  to  stock  plan 

.12 

'  <- 

*  : 

* 

12 

"  .  activity . . . . 

_  ,  _ 16 

. _ l_ 

16 

Balance  at  January  29,  2000  .......... 

$3  ■  $4,719.  ■ 

$2,827 

$(990) 

$0 

•  ■ 

$6,552 

— . 

■ 

' 

’  .  The  accompanying  notes  are  an  integral  part  of  these  Consolidated  Financial  Statements. 

■: ■  • : 

-  ,  ’  .  :  F'6 

>. 

*  *.  ' 

FEDERATED  DEPARTMENT  STORES,  INC. 
CONSOLIDATED  STATEMENTS  OF  CASH  FLOWS  , 


t  "  ■  ■" 

•  “  -  e 

, 

52  Weeks  Ended 

52  Weeks  Elided 

52  Weeks  Ended 

\  January  29,  2000 

*  January  30,  1999  ; 

January  31,  1998 

-:X  ■  ,i  i’ 

t.  •: 

t  ..-■•  >$  --795  »;  - 

662  •  • «" 

,  •*  $',  536', 

•  . .  ■ A:  1.  '>■ 

. .  -  •  .  657 

,  j  596. 

•  .  ,  563  .  . 

. :  .  78 

,  ■■■  ‘  -27 

27  ■  ; 

k*  '•  ’^'-7 

'20'  f 

■V  -1  ’  s; 

..  .,  ■  . 

, 

v  ,  -.39/, .... 

'  ‘  (473). 

‘  ;:’v  235  ’’ 

,  ( 94  - 

-  ci64)  • 

-  4  (20) 

'*■  ‘  .  -  7W 

...f;  :(27).',,. 

,  ‘  (2)  ,'.  r 

-  ,  (5) 

i;,,.  (X)i;  : 

t,31  -• 

(7).  v. 

-  194  » 

.  •  '  ;v  :6>  ‘  1 

■’*  ;  -*(36)  >* 

.  «  r-  128  , 

'  ..  ,  -25  .(■- 

,  Vf.c  -r  103 

..  64 

103w;  ... 

,  .  .  .138.,.,.; 

•  .1  ;.,,9  ; 

-l  '  •  •  "(4)  , 

•  (6)  . 

1,263 

1,690 

1,573 

*5-  <!* 

»  ’’ 

•  . 

f'.'i-  '  (1,539)  '  *■ 

l-  ••”*-'*,>•(770)  ?• 

v.(695)’- :  • 

‘  ;  ‘  (696).  iv. 

...  .  <  i  ,(52) 

-ir’iT'V 

...  ? 

•• 

.  .“•  ■  r;-46  ‘‘  “ 

fygVi 

; . '  .-*.••  _  *. 

‘'/v  200; 

‘  200  1 

(2,432)'  A 

wof  '  (445).-'  -  ‘ 

'  ■  :=  (318)  '  * 

r  r*  *  t  ^  ^  , 

it.  •*,  >• 

:*/.  .'  1,684  V/ 

,  650 

763  .■ 

. .  ■  //;•-(  io>- 

’*'•  '  (7)  '  . 

•  *  (650)***- 

(1,229)-' ‘ 

‘  '  •  (2,027) y! 

•'•  2  ,  '*•  .33 

47  ’ 

‘  •  (45) 

'  *  (267) 

‘  •‘•'•'‘**(594) 

”  ‘  .  v‘l  (2)  • 

,.r-'  ,  .  290 

l  ?  46,;. 

1  -'-rut  56  i;-. 

.  .  ••■  •  .1,080*. 

(1,080). 

.  ,'(1,262)-: A 

.  (89)‘  ■ 

,  165  V  * 

V  •  -  '(T)  /, 

.V  . 307./=  - 

iA; r:  •>  -1 42* *  •  .- 

tj-149:  • 

rt. ;  •  -  $‘  218!„*vt- 

f-  ‘  $'*  307*..”;  * « 

v$  142.  ^  t 

/■<  ’ 

*.  t  \  .W.  ,■  ‘  f  (\  . 

.  ., 

. .  -  $  348  .  . 

*  $  306 

*  ;  412 

v  ’38 
-121"" 

:.•*"•*•  i4  ■' 
..  M  '  327  • 

•  •  ;  •  15  vv 

-.Z  .  '304  •  »*. 

W.d*  ‘j  . 


Cash  "flow  s' from  operating  activities:  *•  fA*-  ~t"  ■’  L 

.Net  income  . . .■  >  . .  .*. . . 

Adjustments  to  reconcile  net  income  to  net  cash  provided  by 
Operating-activities:  .-,W  .  ; 

Depreciation  and.  amortization.:;.  . ,. . . . . 

Amortization  of  intangible  assets  .  .  .  i  . .  . . ! . 

•Amortization  of  :finaihcing^costs  V.  ■....'.  .-.V:\ :  /.\ . : 
Amortization  of  unearned 'restricted1  stock  . .  r!. . : 

Loss  on  early  extinguishment  of  debt _ 

Changes  in  assets  and  liabilities:- .  - 

(Increase)  decrease  in  accounts  receivable.?/: . . V 
(Increase)  decrease  in  merchandise  inventories/ : .  ? . 
Increase. in  supplies  and  prepaid,  expenses ., . . . 


X  liabilities* not  separately  identi fled 1  v -• . . . . 

<  Increaseiin  currientrincome  taxes / ... . . .  .rA  . . 

"Increase  in  deferred  income  taxes . . . 

...  '  Increase  (decrease)  in  other  liabilities  not  separately. 

identified  ;>l. ...  v:<: . ...  ... .  vt .  ...v... ...  ... .  ;| 

Net  cash  provided  by  operating  activities 

Cash  flows' from  investing  activities:  v 

^•Acquisition  of  Fingerhut  Companies' Inc.;  net  -of  "cash  -acquired; 
Purchase  of  property  and  ^equipment  ..  .  h. ..JW 

Capitalized  software  ; , . ... . .  v .  / . 

Investments  in  companies./;../  . . .  ’. ...  .t. . ./. ; . . . ...... ... 

•  Disposition  of  property  and  ’equipmenf..’  /'.'.  .*./  .'.  /.’ ./. . ! 
-Collection  of-  note  receivable  yy/A'C 

Net  cash  used  by  investing  activities  .\  .  .■.-/-.V.’ 

Cash  flows  from  financing  activities:  >■;•{.«*  \  -  r.  - 

Debt  issued .  .  . . .  ....A,.A;. . . . . . . . . 

■  Financing  costs ’VI .’. .  /./..'•/  . . . '.  ".V . .  ?! ........ .• 

<•  Debt  repaid - / - :(  H  A  :  *■ ; ;  .' . 

Increase  (decrease)  in  outstanding  checks  . . 

Acquisition  of  treasury  stock’  .*.'. .'.  .‘.V. .  .W.  .**. . . 

Issuanceiof  common,  stock •  /.  . . . .  ... .  X\ 

V  Net  cash  provided; (used)  byjfinancing 'activities  . 

Net  increase  (decrease)  imcash; . X;.:-. 

Cash  beginning, of  period  . . . . A/t . ...  .v:-r _ .  .- 

Cash  end  of  period  .'. ...,. •*!  i : .  .u(.  /  . . :  riv/. . . .  /:'./  . 

Supplemental  cash  flovrinformation:  '  '  *  -  •  1 

'  Interest  paid-. . .....  . . . ... .....  : . .- . 

Interest  received . .  /! . . . : . .  V 

Income  taxes  paid'(ne/of  refunds  received)' . 


The  accompanying  notes  are  an  integral  part  of  these  Consolidated  Financial  Statements. , 


FEDERATED  DEPARTMENT  STORES,  INC.  < 

NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS 


1.  Organization  and  Summary  of  Significant  Accounting  Policies 

Federated  Department  Stores, ^Inc.  (the.“Company’’)  is  a  retail  organization  operating  department  stores 
and  direct-to-customer  businesses  that  sell.a  wide  range  of  products  and  services,  including. men’s,  -women’s, 
and  children’s  apparel  and  accessories,  cosmetics,  home  furnishings  and  other  consumer  goods.  ”, 

The  Consolidated  Financial  Statements  include  the  accounts  of  the  Company  and  its  wholly-owned.. . 
subsidiaries.  The  Company  from  time  to  time  invests  in  companies, engaged' in  complemenfary:businesses. 
Investments  in  companies  in  which  the' Company  has  the  ability  to  exercise significant "'influence,  but'  not 
control,  are  accounted  for  by  the  equity  method.  All  other  investments  are  carried  at  cost.  The  Company’s  , 
investments  in  companies  engaged  in  complementary  businesses  amounted  to  approximately’ $  126 -million  at 
January  29,  2000.  There  were  no  such. investments  at  January  30,  1999.,  All  significant  intercompany  '  ; 
transactions  have  been  eliminated:  The  preparation  of  ^financial  .statements  in  conformity  with  generally; 
accepted  accounting  principles  requires  management  to  make  estimates  and  assumptions ’that  affect  the’’ 
reported  amounts  of  assets  and  liabilities  and  disclosure  of  contingent  assets  and  liabiiitiesjaf  the 'date  of  the 
financial  statements  and  the  reported  amounts  of  revenues"' and  expenses  during  the  reporting  period..  Such 
estimates  and  assumptions  are  subject  to  inherent  uncertainties,  which  may -result  in  actual  amounts1  differing, 
from  reported  amount’s.  -•  L'  u  v;  \ 

r  .  Cash  includes  cash  and  liquid  investments  with  original  maturities  of  three  months  or  less.* 1  *  ' 

Installments  of* deferred  payment  accounts  receivable  maturing  after  one  year  are  included  in  current 
assets  in  accordance  with  industry  practice.  Such’accounts  are  accepted  on,  customary  revolving  ^credit  terms 
and  offer  the  customer  the  option  of  paying  the  entire  balance  on  a  25-day.  basis.' without  incurring  finance  ^  . 
charges.  Alternatively,  customers  may  make  scheduled  minimum  payments  and  incur  competitive' finance v. 
charges.  Minimum  payments  vary  from  2,5%  to  ,100.0%  of  the  account  balance,  depending  on  the' size’ of  die 
balance.  Profits  on  installment  sales  are  included  in  income  when  the  sales  are’made.  Finance  charge  income 
'is  treated  as  a  reduction, of  selling,  general  and  administrative; expenses.  *  v  ;  .• 

•  Substantially  all  department  store  merchandise  inventories. are  valued  by  the  retail  method  and  state'd  on 
the  LIFO  (last-in,  first-out)  basis,  which  is  generally  lower  than  market.  Direct-to-customer  merchandise  r  f 
inventories  are  stated  at  the  lower  of  FIFP  (first-in,  firstTout)  cost  or  market.  :  •  .  ; 

.  Depreciation  and  amortization  are  provided  primarily  onta  straight-line  basis  over ‘the  shorter*  of  ? 
estimated;  asset;  lives  or  related  lease  terms;  Estimated  asset  lives,  range  from  15  to  50  years  for  buildings ’and 
building  equipment,  3  to;15  years  for  fixtures  and  equipment, and  -2  to  5  years- for  capitalized  software.  Real  . 
estate  taxes  and  interest  on  construction  in  progress  and  land  under  development  are-  capitalized.; Amounts^ 
capitalized  are  amortized  over  the  estimated  lives  of  the  related  depreciable  assets.  The  carrying  value -of ‘.is  .. 
property  and  equipment  is. periodically’ reviewed  and  adjusted  appropriately  by  the  Company  whenever  events , 
or  changes  in  circumstances  indicate  that  the  estimated  fair  value  is  less  than  the  carrying  amount.  *  ' 

Intangible  assetsare  amortized  on 'a  straight-line  basis  over  their  estimated  lives  (see  Note  7).  The'''5 
carrying  value  of  intangible  assets  is  periodically  reviewed  by  the  Company  and  impairments, are, recognized 
when  the  present  value  of  the  expected  future  operating  cash  flows  derived  from  such  intangible  assets  is  less 
than  their  carrying  value. ;  -  ‘I  >“  '  ?  '  *7  ‘  v  .-  *'  ‘  1  '*■*  ■  -• 


NOTES  TO  CONSOLIDATED.FINANGIAE  STATEMENTS'-  Continued 


*  Advertising  and  promotional  costs  amounted  to  $1,219  million,  $739  million  arid-$680  million  for,  the 
52  weeks  ended  January  29,  2000,  January  30,  .1999  and  January  31,  1998,  respectively.  Direct  response 
advertising  and  promotional  costV'are'deferred 'and  expensed  over  the  period  during’ which  the  sales  are 
expected  to  occur,  generally  one  to  four  months.  Non-direct  response  Advertising  arid  promotional  costs  are  '  f 
expensed  as  incurred.-*,  -  jat/,?;1.  ‘  *  -jt 

Financing  costs  are  amortized  over  the  *life  of  the  .related' deht.  •  i.  -  -  ; 

Income  taxes  are  accounted  for  under  the  asset. and  liability  method.  Deferred  income  tax  .assets 'and.:-  • 
liabilities,are.  recognized  for  the  future  tax  consequences  attributable  to  differences  between  the  financial 
statement  carrying  amounts  of  existing  assets  and  liabilities  and  their  respective  tax  bases,  and  net. operating 
loss  and  tax  credit  carryforwards.  Deferred  income  tax  assets  and  liabilities  are  measured  using  enacted  tax 
rates  expected  to  apply  to  taxable  income  in  the  years  in  which  those  temporary  differences-aref  expected  to 
be  recovered  or  settled.\The  effect  on  deferred  income  tax  assets, and  liabilities, of  a ; change  in  tax:  rates  is 
recognized  in  income  in  the  period  that  includes  the  enactment  date.  • 

.  The,  cost  of  postretirement  benefits  other  than  pensions  is  recognized  in  the  financial  statements  over  an 
employee’s  term  of  service  with  the  Company.  .  , 

The  Company  accounts  for  its  stock-based  employee  compensation  plan  in  accordance  with  Accounting . 
Principles,  Board' (“ APB 7.)  .Opinioii  25, and'-related  interpretations  (see-Note  13).  .  ; 

r  1  -  •  '  i  '  .  1 1  •  •  *  ,  ■  t  '  •  r  f  ,  i<,  J  I'.-i’,  ^  ’  I '  *  -  , *  * i  {  f ,»  ■»  ...*  i  ..  .  •{  .  .*  >.  .  . , 

Earnings  per  share  are  comjputed’in  accordance , with*  Statement  of  Financial  Accounting  Standards 
(“SFAS”)  No.  128  “Earnings  Per  Share”  (see ' Note  \lf"  ‘  *'*  '  V  "  “v”  '  ‘ 

■: t'  *•  ‘  .  ‘  v  t,  i  'Hi  -IN;*"  ,-t .  *.-•  „  •:*  ,  ■ 

Certain  reclassifications  were  made  to  prior  years’  amounts. to  conform with  the  classifications  of  such 
amounts  for  the  most  recent  year/  .V  ‘  ’ 

■  V  -j  ■  •  .  (•.  <  *  iU  t’/*  -1:  .*  M'*.,  *.t 

In  1998,  the  Fjnancial  Recounting  Standards  Board  issued  SFAS  No,  133,  “Accounting  for  Derivative 
Instruments  and  Hedging  Activity, ”,.whichi  is- effective  for  fiscal  years  beginning  after  June  15,  2000.  This 
statement  establishes  accounting  and  reporting  standards  for  derivative  instruments  and  hedging  activities  and 
requires  recognition  of  all  derivatives  as  either  - assets  or  liabilities  on  the  balance,  sheet  fusing  fair,  value 
..  measurement.  The  accounting  for  changes  in  the  fair  value  of  derivatives  depends  on  the  intended  use  of  the 
derivatives  and  the  hedging  designation,  if  any.  Based  on  the  Company’s  minimal  use' of  derivatives,  ’ 
management  does  not  anticipate  that  the  adoption  of  this  statement  will  have  a  material  impact  on  the 
Company’s  consolidated  financial  position,  results  of  operations  or  cash  flows. .  :  iol-  1 


2.  Acquisition  ■ 

On  March  18,  1999,  the  Company  purchased  Fingerhut  Companies,  Inc.  (“Fingerhut”),  for  a  purchase  . 
price  of  approximately  $1,720  million,  including  the  assumption  of  $125  million  of  debt'/ 

j  r'r  *•<  u..i '  *t  .  1  .  /  -  *•  i..  •  »  .*  .  <’  t  ■  t  .  * ji/.'f-*.  •}  .  ! 

The  Fingerhut  acquisition  is -being.' accounted:  for  undeiy.the  purchase- methodvof,  accounting:  .-Accordingly, 
the  Company’s^esults  of -operations  do- not; include  Fingerhut’s  results  of  operations. for  any.  period-prior  to,- 
March  18,  1999  and  the  purchase*  price  has  .  been  allocated ‘to  Fingerhut’s  assets  and  liabili  ties  based  on  the  . 
estimated  fair  .value  of  these  assets  and  liabilities  as  of  March  18,  1999.  .  ,  ;  •  •  * 


F-9 


NOTES  TO  GONSOLmATED  FINANCIAL 'STATEMENTS  -  Continued 


3.  Extraordinary  Items  r :*f  >v  *  ' ”  ’  *  t.  .i-'  v t  ■  -c  •  ;  - 

•s.^.  vj'i'T  ,■>■*•*  .  .  V  V  .  *.  *'  rA \  S'  0  .**.  .  ..v’.  ‘  *.  •  = 

The  extraordinary . item  for  the  52  weeks  ended  January  30,.  1999,  represents  costs  of  $23  million,. net^of 

:  income  tax  benefit  of  4 15, million/associated  with  a  debt  prepayment.^' 

The  extraordinary  item  for  the  52  weeks  ended  January  3 1,  1998  represents  costs  of  $39  million^net  of 
income  tax  benefit  of  $25  million,  associated^  with  debt  prepayments/ 

4,  Accounts.  Receivable  }  V  .  ,  •  •.  y  .  .  4  -.a  <  .  «  •>.  ” 

i.  1*1*1.*  *'•■■■•’  .  t  *'  *.  '  .  .  ".*>♦  ♦«.  January  29,  -V January  30,*  ‘iv 

i  ...  Vy.."  (>kV  '■  .,  .  2000  1999  . 

.  .  ...  ....  .  ,  ,  Jj....  ,  -  -v  ‘  ..  ...  .  j„!  (millions)  ,  .  ,  ,  . 

Due  from  customers  . .  .'f . . .*■„  .3: $4,392  ,V $2,099-  {- 

.Less’allowance  for  doubtful  accounts’.*.-. . . \  i\ t  .*  . ...  *"  358 1  *>  •  77- <5»  '- 

^  ""  i;'*  ,  *  ■  ;K’ T,  A’034  /  '2,022  *  V ;  "%* 

‘  f  Other 'receivables/;**!  . !' !  /.  /.':V.  .’‘''/.“OA  A'A'.-AA . .  .t:V  * .  ? :  *  <  279  ' 1  187>  . 

Net  receivables  .  . . . . . ...  A  .......  A  .  $4,313  -  $2,209 

1A0.  i'j.-.  *.  *:u;  ,'j  '2  1  -v. .  ^  ~  .  •••!  ■  :e  i 

Sales  through  the  Company’s’ credit  plans  were  $5,726  million;  $4;028':million  and’ $4,002  million  for  ’ 
the  52  weeks  ended.  January  29,  2000,  January  30,  1999  and,  January  31,.  1998,  respectively.  The  credit  plans 
relating  to  certain  operations  of  theCompany  are  owned  .by  a  third-party.  ,.  ' '  A ..  **  J  ?  .  * 

:  Finance  charge  income  amounted  to  $465  million,  $345  million  and  $391  million  for  the  52  weeks 
ended  January  29,  2000,  January  30,  1999  and  January  31,  T 998,  respectively.  *’v  1  ’*  *  ' 

Changes  in  allowance  for  doubtful  accounts' are  as  follows: 

y  ■’  '  T  V  "  -  '  •  L"  52  Weeks  Ended  ' -52  Weeks  Ended  52^  Weeks  Ended  ‘ 

■  »  ,  "**■  *  -Ot/‘  ■■■>-*  January  29,  2000  January  30,  1999'  January  31,  1998  ■ 

*,  -  kr«?'  v*  j-'IH  •  .  -M  ”  •  •  '  ,*  ,  l  ». (millions).  *  >  .  r  * 

Balance;  beginning  of 'year  ...  .V:; _ .’>l  $;■  77’  .  •  *.  $1004‘  ‘  1  ,v  J-  "$^96“*  1  >f  ’’ 

Charged  to  costs* and  expenses  ...... .  ..  '310'  ,  1 12  .  .  '  167  '  '[*■.' ' 

Acquired  ..  . . .  •.  .275  t  *rs<  .  ^  :  i 

Net  uncollectible  balances  written  off  '  (304)’  ■  '  “■  j  (135)  >*■■'.*  :  .*  ^  (163) ,  •  * ' 

Balance,  end  of  year  ; .  $  358  •  .  $  77  $  100  t 


5.  Inventories  *  "  •'  T  .  ;  ' 

Merchandise  inventories  were  $3,589  million  at  January  29,  2000,  compared  to  $3,259  million  at 
January  30,  1999.'  At  these  dates’,  the  cost  of' department  store  inventories  using  the  LIFO  method'1'"4- 
approximated  the'  cost  of  such  ’inventories 'Using-theffirst-in,  first-out  method.  .The  application. of  the  LIFO  -  ' 
method  did  not  impact-  Cost-'of  sales  for  the  52  weeks  ended  January  29,' 2000,  January  30,  1999  or  *  *V 
January  31,  1998.  .  '*  .  ju  ■\  .  ‘  -  •'  -* 
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NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS^-  Continued 


6. .Properties  and  Leases  *  *.♦«  Vi,  !  •  n- 


Land . . . . - . - 

Buildings  on  owned  land . 

Buildings  on.  leased  land  and  leasehold  improvements 

Fixtures  and  equipment .. ...  vr. - - - ...n 

Leased  properties  under  capitalized  leases . 

Less  accumulated  depreciation  and  amortization  . . . . , 


January  29,  * 
>2000, 

*  ■  -  January  30, 

.  1999 

,  ■  (millions)  . 

. ;  _$  1 ,02 1 

.  $  1  ;0 1 8  , 

,  2,467 

2,399 

’  1,660 

'  1,552 

3,831 

3,713 

73 

73  . 

,V  '  9,052 

/  8,755  ” 

.2,224 

.  .2,183 

$6,828  / 

^  $6,572 

In  connection  with  various;  shopping  center  agreements,  the  Company  is  obligated  to, operate  certain 
stores  within  the,  centers  for  periods  of  up  to  20  years.  Some  of  these  agreements  require  that  the.  stores  be 
operated  under  a  particular  name:.  '  . 

The  Company  leases  a  portion  of  the  real  estate  and  personal  property  used  in  its  operations.  Most  leases 
require  the  Company  to  pay  real  estate  taxes,  maintenance  and  other  executory  costs;  some  also  require 
additional  payments  based  on  percentages  of  sales  and  some  contain  purchase  options.  Certain  of  the 
Company’s 'real  estate  leases  have  terms  that  extend  for  significant  numbers  of  years  and  provide  for  rental 
rates  that  increase  over  time.  In  addition,  certain  of.  these  leases  contain  covenants  that  restrict  the  ability  of 
the  tenant  (typically  a  subsidiary  of  the  Company)  to;take  specified  actions  (including  the  payment  of 
dividends  or.  other  amounts  on  account  of  its  capital  stock)  unless  the  tenant  satisfies  certain,  financial  .tests. 

•  Minimum  rental  commitments  (excluding  executory  costs)  at  January  29,  2000,  for  noncancellable  leases 


-.1  ha 

,  ■  • 

Capitalized 

Operating 

T,  •  •• 

Leases 

Leases 

Total 

I  ^  •  r  ( 

(millions) 

Fiscal'  year:  •  '  * 

.  -nJ 

2000  ..* . 

.  $  12 

$  177 

.  $  189 

2001  : . :. . . \ 

12 

^  "  166  ’ 

' '  178 

2062 ■ . . . . 

.  .10 

148 

158 

2003  . . . . . 

.  v.  ,  *9  ,  t! 

.  132  , 

,141 

2004  . ; . . . 

. .  *  9  * 

’  123 

132 

After  2005  l . ...... 

.. . .v .  -  55 

1,931  • 

11986 

Total  minimum  lease  payments  . . .• . 

. ....:.  ,  <107 

..  $2,677; 

«  $2,784 

Less1  amount  representing  interest-.  .,.f. . .  .  ! . .  ’  46  . 


Present  value  of  net  minimum  capitalized  lease  payments  ....  $  61 
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NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS  -  Continued 


Capitalized  leases  are  included  in  the  Consolidated  Balance  Sheets  as  property  and  equipment  while  the 
related  obligation  is  included  in  short-term  ($6  million)  and  long-term  ($55  million)  debt.  Amortization  of 
assets  subject  to  capitalized  leases  is  included  in  depreciation  and  amortization  expense.  Total  minimum  lease  ' 
payments  shown-  above  have  not  been  reduced  by  minimum  sublease  rentals  of  approximately  $4  million  on 
capitalized  leases  and  $21  million  on  operating  leases.  ■  -  . 

Rental  expense  consists  of: 


52  Weeks  Ended 
January  29,  2000 


52  Weeks  Ended 
January  30,  1999  . 
.  (millions) 


52  Weeks  Ended 
January  31,  1998 


Real  estate  (excluding  executory,  costs) 


Capitalized  leases  - 
•  'Contingent  rentals 

Operating  leases  ^  • 

$  ?:■•-***-’* 

$;  3“ 

‘  •  $•  '4  -  - 

Minimum  rentals . 

149 

144 

149 

Contingent  rentals ". .  . . A  A 

•’■•  23  •  ■  V 

'•  <'  ■  21  '  ■  ■* 

•175 

168  '  '... .  ' 

1  1  ’  -  *  A 

,,  JZ6,,r  .  . 

Less  income  from  subleases  - 

' 

Capitalized  leases . V  A  A  .... .  * 

-*  3 

*:l'  2  1 

-  ’  ''*2  *• 

Operating  leases  .  A  V A:.... .' ! .  ' 

1  20  . 

19' 

•  is'*'  -:A  * 

« 

i  /  -  23 

^  ■  21  - 

-  - 

"  - 

“  -  $152  ,v<-  ^ 

r  $147  .  '  ' 

'  '  '  $156  j'*' 

Personal  property  -  Operating  leases- ..... 

•  '  $_50  *  '  '*  ' 

;  vJ-  $  22  ‘  -u  1 

-  vi$  37*  -  ‘-A.- 

7.  Intangible  Assets 


Goodwill . 

Identifiable  intangibles 

Less  accumulated  amortization  . 
Intangible  assets  —  net  .  . .....  .  . 


January  29, 
2000 


January  30, 
1999 


(millions) 


$1,201 
802 
2,003 
-  268  ■ 
$1,735 


$362  • 
458;-  . 

820,'/ 

189  *  ; 
$631  • 


Goodwill  is  being  amortized  on  a  straight-line  basis  over  its  estimated  useful  life,  ranging  from  20  to 
40  years.  Identifiable  intangibles  include  tradenames,  customer  lists  and  credit  files  and  are  being  amortized 
on  a  straight-line  basis  over  their  estimated  useful  lives,  ranging  from  7  to  ,40  years!  '  ,j  4  '  ■ " 
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8.  Financing 


January  29, 
2000  , 


January  30, 
.  .  v  1999 


Short-term  'debt:  - .  .  ’ 

■Receivables  backed  financings  . . . . 

,  Commercial  paper  program  .  : _ 

Current  portion  of  long-term  debt  . 
Total  short-term  debt  . 


’  Jt| Long-term  debt:  ,  . ;  , .  t  ,  ;  -  \ 

,  t  Receivables  backed,  financings  ■. . ...v. . . . .. 

,  ,  8.5%^ Senior,  notes  .due  2003  . . ... ..... . .( . ... . 

8. 125%, Senior  notes vdue  2002  ' . . . . . ... 

6.9%  Senior  debentures  due  2029  . . . . 

6.125%  Term  Enhanced  ReMarketable  Securities  due  2011. 

6.3%'  Senior  notes  due-2009' . . * .  v-.\  .V.  ' . . . 

;  7.45%  Senior  debentures  due  2017': ...  .  .*. ...  .  . . 

-  7.0%  Senior  debentures1  due  2028. ;  \ .  .  J  v .*» . 

.  6.79%  Senior  debentures  due  2027  t . 

1  40.0%  Senior  notes1  due  2001  .  .V...... ........  . . . .’. 

^Capital  lease  obligations'.  .  .<. . . 

'  h  '  Total  long-term  debt . . .'.  :l .  / . V. . .  A1 


Interest  expense  was  as  follows:-. 


u  Interest  on  debt  ........ 

Amortization  of  financing 'costs 

-  Interest  on  capitaiized’leases  ’ !' .  . 

Subtotal  . . . . . . . v . . 

Less  interest  capitalized  on  construction  . 


52  Weeks  Ended 
January  29,  2000 

- ..  v  $357.4*  1 


52  Weeks  Ended 
January  30,  1999 
[  (millions)" 


52  Weeks  Ended 
January  31,  1998 
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Future  maturities  of  long-term  debt,  other  than  capitalized  leases  are  shown  below:  .  v  ».  v 

i,.-  (millions) 

-  v  Fiscal  year:  V  .  * 

2001V.;-...: . . .  $  958 

2002  . . . . . . . .  .  1,189  ,  n<:-  . 

,2003  . • . . ■. . ;V... ,  709  .,V 

2004  . !....; . I..; . .  .328.., 

2005  . • . V . ■ . . -  „•  '  1 

After  2005 . . : . . : .  w . w . .v  ‘  1,350 '  • 

■  :  •  .  •  .  .  • .  -  - .  ■  l!"  w.  ’• 

The  Company  funded  the  acquisition  of  Fingerhut  through  a  combination  of  cash  on  hand  and  short-term 
borrowings.  During  1999,  the  Company  issued  $350  million  of  6.3%  Senior  Notes. due  2009  and  $400  million  .  ‘ 
of  6.9%  Senior  Debentures  due  2029,  the  proceeds  of  which  were  used  to  refinance  apportion  of' the  short¬ 
term  borrowings  used  by  the  Company  to  acquire  Fingerhut.  The  Company  repaid' debt  of* $650  million  in 
1999,  consisting  principally  of  $490  million  of  receivables  backed  financings  and  the  $  125  million  of  Senior  . 
Notes  assumed  in  the  Fingerhut  acquisition:  ‘  •  v  • .  -  :  •  •  • 

•  ’  -•  I,  ,  i  Uf  -  .".V  .  '  ■'  <  .!  ;  .  J-  ■ 

In  1999,  the  Company  took  certain  actions  which  resulted  in  the  consolidation  of.  the 'Fingerhut  Master 
Trust  for  financial  reporting  purposes.  The  principal  assets  and  liabilities  of  the  Fingerhut  Master  Trust, 
consisted  of  accounts  receivable  transferred  by. Fingerhut  to  the  Trust  in  transactions  treated  as  sales  under 
SFAS  No.  125,  “Accounting  for  Transfers  and  Servicing  of  Financial  Assets  and  Extinguishments  of 
Liabilities,”  and  the  related  debt  issued  by  the  Trust.  As  a  result  of  the  Company- factions,  the  transfer  of 
receivables  and  debt  are  being  treated  as  secured  , borrowings  as  of  and  subsequent  to  July  31,  1999.  These 
actions  increased  the  Company’s  consolidated.net  assets  and  debt  by  $1,1 32, million  at  July  31,  1999  and  by 
$1,300  million  at  January  29,  2000. 

The  following  summarizes  certain  components  of  the  Company’s  debtV’0  tt*  • 

#  ■  '  •  *’  -t ..  .*  t  . .  •  .  . 

Receivables  Backed  Financings  ■  •  ’ 

Receivables  backed  financings  classified  as  short-term  debt  consist  of  current  amounts  due  under  certain 
receivables  backed  certificates  issued  by  subsidiaries  of  the  Company  together  with  receivables  .backed; 
commercial  paper  issued  by  subsidiaries  of  the  Company  (of  which  $372  million  and  none  were  outstanding 
as  of  January  29,  2000  and  January  30,  1999,  respectively).  Receivables  backed  financings  classified  as  long¬ 
term  debt  consist  of  receivables  backed  certificates  issued  by  subsidiaries  of  the  Company,  which  certificates 
represent  undivided  interests  in  master  trusts  originated  by  such  subsidiaries,  and  bear  interest  at  both  fixed 
and  floating  rates.  The  majority  of  the  certificates  bear  interest  at  fixed  rates  ranging  from  6.07%  to  6.90% 
and  a  portion  of  the  certificates  bear  interest  at  a  floating  rate  based  on  LIBOR.  The  receivables  backed 
financings  classified  as  long-term  debt  at  January  29,  2000  have  maturity  dates  between  February  2001  and  . 
April  2004.  .  ‘  ,  '  "  ~VV  '  ‘  •  t* 

Bank  Credit  Agreements  *  ■  - 

The  Company  and  certain  financial  institutions  are  parties  to  (i)  the  Five-Year  Credit  Agreement, 
pursuant  to  which  such  financial  institutions  have  provided  the  Company  with  a  $1,500  million  revolving  loan 
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facility  (the  “Five  Year  Facility”)  and  (ii)  the  364  Day  Credit  Agreement,  pursuant  to  .which  such  financial 
institutions  have  provided  the  Company  with  a  $500  million  revolving  loan  facility  (the  “364-Day  Facility” 
and,  tpgether  with  the  Five-Year  Facility,  the  “Revolving  Loan  Facilities”).  The  Company’s  obligations  under 
the  Revolving:  Loan  Facilities  are  not  secured  or  guaranteed. 

As^of  January  29,  2000  and  January  30,  1999,  there  were  no  revolving'credit  . loans' outstanding  under  the 
Revolving  Loan  Facilities.  However,  there  were  $31  million  and  $69  million  of  letters  of  credit  outstanding  • 
under  the  Revolving  Loan  Facilities  at  January  29/2000  and  January  30^  1999,  respectively'  Revolving  loans 
under  the'  Revolving  Loan  Facilities  Bear  interest  based  on  published  rates.  ' 

Commercial  Paper  *  / 

The  Company  established  a  $2,000  million  program  for  the  issuance  from  time  to  time  of*  unsecured 
commercial  paper.  The  issuance  of  commercial  paper  under  the  program  will  have  the  effect,  while  such’ , 
commercial  paper  is  outstanding,  of  reducing  the  Company’s  borrowing  capacity  under  the  Revolving  Loan 
'  Facilities  by  an  amount  equal  to  the  principal  amount  of  such'  commercial  paper.  As  . of  January  ,29,  .2000, 
there  was  $393  million  of  such  commercial  paper  outstanding.  As  of  January  30,  1999,.  there  was  no  such 
commercial  paper^ outstanding.  ^  ^  /  /;'  .  ,•  ■ 

Senior  Notes  and  Debentures  .  7,*  '  '  ‘  ' 

The  Senior  Notes  and ‘the  Senior  Debentures  are  unsecured  obligations  of  the  Company.  The  holders  of 
.  the  Senior  Debentures  .due  2027  may  elect  to  have  such  debentures  repaid  on  July  15,  2004  at4 100%  of  the 
principal  amount' thereof,,  together  with  accrued  and  unpaid  interest  to  the  .  date,  of  repayment. 

Term  Enhanced, ReMarketable  Securities  0‘TERMS”)  ,  \  .i\ •  I\>*  -  ■ 

The  TERMS  are  unsecured. obligations  of  the  Company.  The  final, .maturity1  is  scheduled  to  occur  on'. 
September  1,  2011  (“Final  Maturity”),  but  may  be  adjusted  during  the  remarketing  process.  The  TERMS  will 
bear  interest  at  the  rate  of  6.125%  per  annum  to  September  1,  2001  (“Investor. Maturity  Date”).' The  interest 
rate  tof  Final  Maturity  will  be  determined  .during \the:  remarketing  process  and  will  be  equal  to  the  sum  of 
5.64%  per ‘annum  plus  the  Company’s  then  current  “credit  spread  for  similar  debt  instruments.  At  the  Investor 
Maturity  Date,  the  remarketing,  dealer  may  purchase  the  TERMS  from  the  investors;,  at  face  value,  and 
remarket  the  securities  to  new  investors  or  the  remarketing  dealer  may  give' notice  to  the'  Company ‘tliar such 
securities  shall  be  tendered  to  the  Company  and  retired.  ' /,>  ‘  ** 

Other  Financing  Arrangements  K  ‘  -  *■ 

In  addition  to  the  financing  arrangements  discussed  above,  the  Company  .entered  into  arrangements ' 
providing  forvoff  balance  sheet  financing  of  up,  to  $500  million  of  non-proprietary  credit  card  receivables 
arising  under  accounts  owned  by  the  Company.  At  January.  29,  2000  and  January  30,  1999,  $423'  million  and 
$340  million,  respectively,  of  borrowings  were  outstanding  under  these  arrangements. 

There  were  also  $67  million  of  letters  of  credit  outstanding  at  January  29,  2000.  There  were  no  such 
letters  of  credit  outstanding  at  January  30,  1999. 
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.9.  Accounts.  Pay  able  and  Accrued  Liabilities  :  *\V»  'y-  '  .  'tv  ‘ 

'.V,.  .  v"  \  ;*'r  ‘Twia  .  a  *  January29,  *!  January  30/  '  ■* 

i  ■  \  \.t  \  .  .  *■!  .*r.  ••  2000  +.  *>  -h 1999  Vit  m.t! 


L  -P"- 


January  29' '  January ‘30/  , 

V,  ,  .  2000  >,{>  -frL,  1999  >V  ,*  h«; 
-  /i/  (millions).,  [V  :y. 


Merchandise  and  expense  accounts  payable  .  . }.  1 .. ,.(. 

-  V  ■  v,.‘ 

$1,876, 
415  ‘ 

:  /  i8i f ' 
t  V  ^ ! 5(j  s 
’  60  ' 

.  $1,630 

-?  '1  ‘  263! 
'  '  116? 

<:9i\ 

-V?'"'1 45' 

Iliabiiities  to  customers  .// . . . ■ ...  ;r:  •  -L 

Taxes  other  than  income  taxes  .  .../*■/•  •  •' y  •  • 

S’  ^  ' 

•  « 

;.-X 

.  351 

301 

$3,043 

•n:  $2;w 

.  .  /v  ■  o  : 


10:flTaxes  . 

Income  tax-  expense°is  as  follows:"" 

'  'A  1  /  *  52  Weeks  Ended 

January  29,  2000 


52  Weeks  Ended 
.  January  30,  1999 


>  t.  ^  -  I'’ 

O  i/iftf 

f\  52  Weeks  Ended  , 


January  31,'  1998' 


Current  Deferred  TbteT  Current  Deferred  Total  Current-  Deferred  Total 
'  .  :  '  (millions)  M  r  ,‘l,K  '  V*. 

Federal  . \  $458.-  , (4) _ $454  .,  $405,.  y  ;$(19)  '$386  >319;,  -(l)..y  $318 

•  ,.rState  and  local.  J_>98,-.  V_2Z'  • 

’  .  ■  •  .  .V  /  •.  v  $556  :a  ,$  (5)  $551  $501- .  :  $(23)  «^$478>  .',$385:\v;^)/  r$383 

The  income  tax  expense  reported  differs  from  the'  expected  tax -.computed-  by, apply ingi, the" federal- ihconie- 
tax  statutory  rate  of  35%  f6r  the  52  weeks  ended  January  29,  2000,  January^ 30,  1999  and  January  31 ,1998, 
to.  income 'before  incbme  taxes  and exttao^  this  differepce^  and  their  tax  effects  _ 

are  as  follows:  -  4  -  -  -  -  -  --  *•  -  •>  *  : 


in 


tp’./ 
’rt'm  i'PP 

'/.v' 


'  '  .  v.,.  .*■•*:*  ■  v'.  •  •  -fa.  i 

.  Expected  tax.'...  . ........  •  y,.  -i 

"  Stale  ^d  local  incbme  taxes;  net4  of  federal 

income  tax  benefit  . . . .‘. .  1 . 

Permanent  difference  arising  from  amortization 

of  intangible  assets  J . . . . . 

Other,  .  .  r  -  -{ .  .v  .....  .  .y. .  - 

?n».;  .  i  ’V'  :’r  '  :’-;i  !  • v  •>  •: 

-  :*•*  ».  j/'A  j  .  ‘  1  '  '  r '  ' 


52. Weeks  Ended  <•  52  Weeks  Ended  .52  Weeks  Ended  , 
January  29,  2000  January  30,  1999  January  31,  1998 

(million's)  1  "  '* 


'"$467 ;; 

'-'X'Sfiu /•;/' 

1  + 

-•  /,♦  - 

111  i  •■'.'1*  ■/-.  •  JiV 

'■!.  63  '  4  ’ 

60  4 

: 43 

'14 

’  "  T  *,f9  r‘  ,r’  > 

„■  3 

•:  >  r  2  ,  • 

‘l  y.  '1  (4)  ;tVA  •  ’ 

-  $55T  •  • 

•*  V$478  ' 

r  .  1  T$383‘  -v;,  v.f  • 
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Pension  Plans'^.  m'  -r  ■  .  ji*-  ,  -u  j.k  \:fhh  ; 

The  following  provides  a  reconciliation  of  benefit  obligations,  plan" assets  and  funded  status  of  the  1 
Pension*  Plans '"as  of  December  31;  1999  and  .1998:  .  ( 

■“  ^  ‘  •  1999  1998 

(millions)  ■  1  * 


Change  in  projected  benefit  obligation  - 

.'  ■Projected  benefit  obligation,  beginning  of  year  . . . .  /.'/f;  'r>!‘'$  1,460 

-Service  cost  . . I V-:\  y  ■  38 

•  Interest  cost  :.'.J . .' . - - - v*.  V . .  *  '  *''-95 

*  Acquisition  .  1 . . . . . .wVV.': . ; .v 

v 'Actuarial  (gain)  loss  . . . 

"Benefits  paid1-’/. .  v  ._. . . . * . ... . 

Projected  benefit  obligation,,  end  of  .year,’. : . . .  7..;.  .«■. . 

Changes  in  plan  assets  (primarily  stocks,  bonds  and  U.S.  government  securities) 

Fair  value  of  plan  assets,  beginning  of  year  f . . // 

,  Actual  return  on*  plan  assets  . .*/....... - 

'.Acquisition  . . . . ' . . . . : . .". 

’  Benefits  paid  ..... ....i,. : ...  .V. '.i .  .*. 


.$1,403 
?  29 
"■7  "97  ' 


Fair  value  of  plan- assets,  end  of  year  ' . . . 

. .  Funded  status  - ....... ; . ; . . . ’. - - - - 

'Unrecognized  net  gain . .’ . * - . • 

Unrecognized  prior  service  cost j. ...  V.V1.\  ...  .  ... ... . . 

Prepaid  benefit  cost . V  . . : . *  r : 

Amounts  recognized  in  the  statement  of  financial  position 

Prepaid  pension  expense  . . . " . . . . 

•  :  ,1;Aocrued  benefit  cost . ,k. . . ,  r*.  v. . :.  -. ... 

-.Net.amount  recognized: .-V - ;v :  •:  .7.-'. :r.  >. . . . ...*: 

Net  pension  costs- for  the‘C6mpahy’s  Pension*  Plans  included- the*’ following  actuarially  determined 
components:*  '  r 'Al  . 

*  52  Weeks  Ended 

•  *  ‘  '  ■  '  January  29, 2000 

Service  cost  *.'.v.  . . .  .*■; : ....:  rv  Al. .  •.!.*.  z  .... 

‘-Interest  cost  .  ...  * - ‘ .  *.:*.* 

Expected ‘return^  on  assets* ./. ....  .'W^.v.*  - 

Amortization  of  prior  service  cost  .  V.  /.  . .  A  [ '.'**.* 


.  '-b-  .  52*  -  » 

'  *-t'  (164) 

■"»  ‘  5  8 

...  (136) 

1 .  -'(127) 

,  bv, $1,345  - 

$1,460 

ities)  ' 

i  .*>  1 

-  1,664/“:. 

$1,590 

,288'.  s’-<f 

w  201 

/'•'*"•  ’  ’  47  ' 

:  (136)  "V; 

■ '  (127) 

'.  ’  $i;863 

$1,664  ' 

■  $  518. 

$■  204 

.  "  (337) 

(28) 

2  -;  . 

'  ,3. 

a 83-  ; 

$*vl-79r. 

.  •$  192  *  1 

'$•  179 

■  i  (9)i  ,.  |(. 

m.u’  >  ,$-183  *»7  •. 

$. ;  179.  ' 

Cost  of  special 'termination  benefits'. 
Net  pension  expense  (credit)  .. . 


•  $  38. 

-v/95 

(146) 

>1  -•  *  •* 

:  3‘  4 

$'  (9)  *  . 


52  Weeks  Ended 
1  January  30,  1999 
(millions)  *\ 

;  ;  V$  29-.- 
*V-97. 
(137)  ‘* 

A  ••  '1  *v- 


*■  ** 


52  Weeks  Ended 
January  31,  1998 

$  ,30  *; ; 

.  *  \  '  99„ 

•  •  ;(132)  ^ 


.$  (10). 


■*  9 
.$  6 
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In  connection  with- programs:  to  modify  certain ‘health  care  benefits  for  . future  retirees  at  one  division,  the 
Company  incurred  $3  million  during  the  52-weeksvended  January  29,-:2000  and  $9  million  during  the*  -• 
52  weeks  ended  January  31,  1998  of  special  termination  benefits  to  eligible  employees  who  elected  to  retire 

within  a' specified  time*period:  ••  -'•>  ■;*«.  v  ■  *.< 

..As  permitted  under  SFAS  No’.  87,  “Employers’.  Accounting  for  Pensions,”  the  amortization  of  any  prior 
,  service  cost  is  determined  using  a  straight-line  amortization  of  the  cost  over  the  average  remaining  service 
period  of  employees  expected  to  receive  benefits*  under  the  Pension  Plans.  - 

The.  Company’s  policy  is  to  fund  the  Pension  Plans  at  or  above  the  minimum  required  by  lawi" For  the 
1999.  plan  year,  a  $1  -million  funding  contribution  is  required  by  September  15,  2000.  For  the^  1998  plan  year, 
no  funding  contribution  was  required  or  made.  Plan  assets' are  held  by  independent  trustees.  ^  \ 


Supplementary  Retirement  Plans  - ?  r  ;W! 

,  The  following  provides  a  reconciliation  ,of  benefit  obligations,. plan  assets.and  funded. status  of  the 
supplementary- retirement  plans  as  of ^December  31,^1999  and  tl 998:  f  .  i  »  ,  .  ,r-r 


-  <S>  -■  ;■ 

.,1998 


Change  in  projected  benefit  obligation 
Projected  benefit  obligation,  beginning  of  year  . 

•  Service  cost' . . .-. . . .... .'. . 

Interest  cost-  .  .1 '.  .77.  •.  •.  7.‘!v.V7. . . .  7. 

'  ••  Acquisition  J f,.  .  ./Kl*.*. .  7. 

“Actuarial,  (gain)4 loss 
Benefits  paid  ......  7  .  . . .  .7.  . 

Projected  benefit  obligation,  end  of  year 


.;rf  _• 

' ‘si  ‘ 


Change  in  plan  assets  7  ’ 

. Fair  value.oLpl^  assets, . beginning;6f -year  /t.  .  . . ; . .: 

<>'  Company  .contributions  >.  .vir;..*,  . ... ... . . .  ;  -. . ...(. .  : .  .J-. 

Benefits. paid  . : . . ... _ _ _ ...  .  .  ... . . .  . . . .  7. . .’ 

S  s  * '  Fair  value  of  plan  assets, 'end  of  (year  . . ; 1  ;  v".- . :  -. .  7 : .  Tj'X: !.r.t 

-»:•  •  T  ,  ...  r ■  •<*.’ *»iv  >.  V;  s  -i  *-f/  •  i..  ■  \  *: 

Funded  status  , . . ...  . . ; . .  . . .  .  .  ..... ; . . 

Unrecognized  net  loss  _ _ _ 7. ......  ? . 7* _ . . ." . ... 

Unrecognized- prior  service  cost  . . ' . . . 

Accrued  benefit  cost.  . . . . . '. . . . . . . 

.  .  JU  '  t.  ■  'J  ':oc 

Amounts  recognized  in  the  statement  of  financial  position  -  ‘ 

;  ’  Accrued  benefit  cost-!':-,’,  v.':  Av.*v?.*. .  .-V./? 7>.\  .7. .  .V. . . .’.  .T  .; 

*  1  Intangible  asset . .  J.'-.X ; !  .>:•?/".-! ’.Vs; .  ?!Ktf. ?:  TK...i .  ... TO-..-'. * 

-  :V  Accumulated  other compreheiisive  income.' ;  .V. ... : . .  a . . 

-i-y  ■  ...  }•’. ,  ,t>  -  j. 

Net  amount  recognized  . . 7. _ _ _ _ : _ _ _ _ ; . . . _ ... 


.  (millions) 

$  132  ' 

94. 

'.  4  't 

■  4 

;  9 

,:i7  8; 

\  ' 

;  U  (22) 

36  " 1 

\\0)~  • 

'$  1 17 

'$  132 
‘  J 

u-S-- 

,  i1  .• 

-  ,  10- 

,  .  :.(7). 

-  (10)  .. 

$  7 

i$(117) 

‘$(132) 

24 ' 

.  .49  . 

4  " 

_j6 

$  (89) 

$  (77) 

(91)  ' 

(99) 

-  >  5  ’  / 

.  ;  1  -*?*., 

'  17  -v 

,:tV  (89) 

‘''$'(77),; 
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«  >  The  accumulated  benefit  obligation  ,  for  the  supplementary  retirement  plans' was  $91  million  and  ;  • 

$99  million  as  of  December  31;.  1999- and ‘DecembeV  31:,t  1998, 'respectively. i  .,l*  v-.-l’h,.-' V  i.  :.1  .r  -*  ■' 

1  v  .  ■  j,.  .i‘?w  /  -ji'-rt  w *f;  .•»  „**'•<;» :'  V  y.;  •  ..  5  *♦  1  •'**  » 

Net  pension  costs  for  the  supplementary  retirement  plans  included  the  following jactuarially  determined 
components:  ^  ‘  \  .  .  ,  •  .  .  '  .... 


Service  cost 
Interest  cost 


:  VK  ‘ 


:  .*  ‘  *  <  is  jL'.C"!  *" i  V.  ’  ( • ' '  «‘i  V ' ' 

Amortization  of  pnor  service  cost ...... ; 

Recognition  of  net  actuarial  loss' 


Net  pension  expense  . 


52  Weeks  Ended. 
January-29;  2000 

Naif:  ^  * 

.  ■ 9  « 
;'r,.r 
‘  -vr 

$18 


52  Weeks  Ended 
Jariiiar>  30;  1999- 
-  .  .  (millions)  V 

■,  .  $  4;:; 

'  8 
i  f,;r. 

3 


52  Weeks  Ended 
January  31;  1998 , 


'*l£- 


-.r V 


,  $2 
’’  5’, 


As  permitted  under  SFAS  Nor  87,’ ^Employers’’ ’A^  P&isionsj”  the  amortization  of  any  prior, 

service  cost  is  determined  using  a  straight-line  amortization  of  theucost  over  the  average ‘remaining  service' 
period  of  .'employees’ expected  to  receive  benefits  under  the  plans.  - 

Savings  Plans  ;!*.  ..  'n.heb.V- tV.  ' 

Certain  savings  plans  include  voluntary  savings  features  which  are  eligible  for  employer  matching 
contributions  and  others  are  subject  to  discretionary  profit  sharing  contributions:,  Expense  for, the  Savings 
Plans  amounted  to  $44  million  for  the  52  weeks  ended  January  29,  2000,  $24  million  for  the  52  weeks  ended 
January  ,30,  1999  and  $20  million ufof  the  52  weeks  ended  January  31,  1998.  J  •  .  r.  r  yt 

Deferred  Compensation  Plan  v  1  -  .  -  * 

The  Company  has  a  deferred  compensation  plan  wherein -eligible- executives  may  elect  tq  defer  a1  portion 
•  of  their  compensation  each  year  as  either  stock  credits- or  cash  credits.^  The  Company  transfers- shares  to  a 
trust  ta  cover  the  number  it  estimates  willbeneeded  for  distribution  on  account  of  stock  credits -currently 
outstanding.  At  January .29,  2000,  January  30,-1999  and  January  31,  1998,  the  liability  under  the-plan,  which' 
,is  reflected  in  other  liabilities,  was  $26  million,  $21  million,  and  $17,  million,  respectively.  Expense  for  the 
52  weeks  ended  January  29,  2000,  52  weeks  ended  January  30,!  1999,  and  52  weeks  ended  January  .31 ,  1998, 
was  immaterial.  y  . ,  '  '  "  ,  ^ 


12,  Postretirenient  Health  Care  and  Life  Insurance  Benefits 

••  ♦  '  •  .  *  .  m».  . v  x  >  *  •••  ■  .  -j  v;F 

*  In  addition  to  pension  and  other  supplemental. benefits,  certain  retired 'employees  currently  are. provided 
with  specified  health  care  and  life  insurance  benefits.  Eligibility,  requirements. for  such  ^benefits  vary  -by  -  ' 
division  and  subsidiary,  but  generally  state  that  benefits  are  available  to  ;eligible;employees  who  retire  after  a 
certain  age  with  specified  years  of  service.  Certain  employees  are  subject  to  having-such  benefits  modified  or 
terminated.-  "*  ■  ’  .  *  :  .  *  .*.  • 
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.The*following  provides„a. reconciliation  of'benefit  obligations,  plan  assets  and  funded- status  ;of  the  . 
postretirement obligations, as  of  December  31,  1999. and *1998:  „  '  .  ,  ;h«-  .  *  ;  •/,. 

■  1999 r  .  **  1998 


’  1 11  cHange  in* accumulated  postretireiheni  benefit -obligation ’  " 


Service  coistvAAA  I A  AY.  A-A.'.V.  .-A . •. : . . A .  AVAAY :  Y .A *  rf.‘ 
Interest  cost'.  AY.  A :  *  3.  AA  A*.  >.  ??. . : .  A".  .  V.  AAWY. . . 

*  ’  Plan -amendments  "A ;  •  : A  .* .  ‘  .*:YA  . . : . ...  A  A  AAV.* 

;;  'Actuarial  (gain)  loss'  A. : .'  .  1  .*•:  AAAAAA .  •. !  .  A  .'A  .  A  A*i'AV‘A 

, Benefits ipaid *.  ..A  ...  %. ......  ;.v.  ,tV. . . .  ...^ 

Accumulated  postretirement  benefit -obligation,; end tof  year,..-* .  . r. 

. '.1  *  V  W  ;  .  ;  -A  't  5  *  .'  A i.  r.  *  J.:  ;  ./ ;  <,  .  : 

.  Change  m  plan  assets  -  . 

Fair  value  of  plan  assets,  beginning  of  year . . . 

Company  contributions . : . . . . . 

■Ki.  -  >  .’Benefits. paid1: .  /..jt  s.1  :\  r  . .  .„;.h . .  .  A .; .  A.  a .  -. . ..... 

’’ J  Fair  value  of  plan  assets,‘end  of  year^A.*.'  /.  /‘.'A.1.' . . *  A"  A  ?.  /A A\  A- 


’ Funded; status  .  vs*... . vC 
U'v-  Unrecognized  net  gain  ;  At 

«  -  .<  Unrecognized;  prior  service  cost  A. . 


.‘  i  .‘A.-.*;,  ;  .A*: 


1  *i.  .(millions)  ,!■. 

‘■$*332  • 

'w‘$-  *325 

r 

20  ^ 

'-/A  -22  '  « 

"  ''(24):' 

(2)' 

'  r}  '(33)' 

12- • 

*•  (26).. 

*  ,  (27) 

t$'  270. 

-i « $  A  332v. , 

’$  A.  » 

.  $  -  " 

'  26  “* 

27’ 

”  -:(26)  ' 

'-->•(27) 

$  1  , 

l-$  -  V  ■ 

A  1 

v.$  (270)/. 

-$■•(332)  . 

(76):  1 

-  .  v  (50)-i 

,.-A.(42);: 

4  : 1  v  (30) 

•$,|,(388j;'1 

'■$  (412)- 

.^  J^erippstfetirement  benefit'expense  jincluded  the  following  actuarially  determined  components: 


52  Weeks  Ended 
January  29,  2000 


'  "  Service  cost" . A. r*  ., . A  A . .  T 

.  ,  Interest  cost _ . . . .A...,....; 

.  ’  "Amortization  of  prior  service  cost  A. . 

.A  Recognition  of  net  actuarial  gain  . .  .’ . 

\  Reduction  for.  special  .termination  benefits 
7  ..A  -.  .  Net  posh-etirement  benefit  expense  . .. 


52  Weeks  Ended 
January  30,  1999 
(millions) 


52  Weeks  Ended  . 
January  31,  1998 


$•‘1  ;■ 

$  2 

$  2 

•20,. 

23  , 

. ,  2?, 

* .  (-7),- 

•  (5) 

■  '  (4) 

V(8). 

'  (9) 

‘  * 1  m 

•  (4)  *  f 

... 

■  ;  '  -  _(3) 

$  2  .  A. 

$  11 

....  7  ’ 

1  \  ^  V  7  I  ■»  *1^*1,.  ^  ‘lfl  ,.(v  , 

VAT  The  discount  rate  used  in  cleterminirig  the  actuarial  present; value  of  unfunded  postretirement  benefit^  ‘ 
obligations  was  1.15%  as  of  December  31,  1999  and  6.75%  as  of  December .31,  1998..  it  ;;•>  .  mrl;- .  > 

The -future  medical 'benefits  provided  by  the  Company  for  certain  employees  are  based  on  a  fixed  amount 
per  year  of  service^  and  the  accumulated  postretirement  benefit  obligation  is  not  affected  by  increases  in 
health  care  costs. 'However,  the  future  medical  benefits  provided -by  the  Company  for  certain  other  employees 
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are  affected  by  increases  in  health  care  costs. 'For- purposes  of  determining  the  present  values  of  unfunded 
postretirement  benefit  obligations,  the  annual  growth  rate  in  the  per  capita  cost  of  .various;Co‘mponents  of-  such 
medical  benefit  obligations  was  assumed  to  range  from  6.5%  to  9.0%  in  the  first  year,  and  to  decrease 
gradually  for  each  such  component  to  range  from  4,5%  to  5.5%  by  2003  and  to  remain  at  those  levels 
thereafter.  The  foregoing  growth-fate  assumption  has  a  significant  effect  on :such  determination., To  illustrate, 
increasing'  such  assumed  growth  rates  bygone  percentage  point  jwould  increase  the' present  value  of  unfunded 
postretirement  benefit  obligation  as  of  December  3 1 ,  1999  by  $9  million  and  the  net  periodic  postretirement 
benefit  expense  for  1999  by  $1  million.  Alternatively,  decreasing  such  assumed  growth  rates  bygone 
percentage  point vwould  decrease  the  present  value  of  unfunded  postretirement  benefit  obligations, as^of  :  .  " 
December  31,  1999  by  $9  million  and  the  net  periodic  postretirement  benefit  expense  for  1999.  by  $1  million. 

As  permitted  under SFAS  No.  106,  “Employers’-  Accounting  for  Postretirement  Benefits  Other  Than 
Pensions,”' the  amortization  .of  any  prior  service  cost- is.  determined  using  -a^straight-line;  amortization  of,  the 
cost  over  the  average  remaining  service  period  of  employees  expected  to  receive  benefits  under  the  plan.  . 

13.  .Equity  Plan  .  '  \  '  ]  '  V  '  ‘ 

The  Company,  has  adopted  an  equity  plan  intended  to  provide  an  equity  interest  in  the  Company  to  key 
management  personnel  and  thereby  provide  add itional  incentives  for  such  persons  to  devote .  themselves  to  the 
maximum  ex  tent”  practicable  to  the  businesses  of  the  Company  and  its  subsidiaries.  The  equity  plan  is/ 
administered  by  the.  Compensation  Committee  of  the  Board  of  Directors , (the  “Compensation  Committee”). 

'  The:  Compensation*Committee.  is'1  authorized  to  grant  options,  stock  appreciation  rights  and  restricted  stock  to 
officers,  and  key  employees  of  the  Company  and  its  subsidiaries... The  equity,  plan  also,  provides  for  the  award'  - 
of  options  to  non-employee  directors.  .  m  t  , 


Stock  option  transactions  are  as  follows:  . 


, 52. Weeks  Ended  - 
"  'January  29 '  2000 


,  52  Weeks  Ended 
January  30,  1999' 


v.52  Weeks  Ended 
January  31,  1998 


.  -  •  .  /■■■  .  *.  -  -  >*  ;* 

>.  .  ; 

'  Weighted  ' 

Weighted  ' 

Weighted 

H  2  I.  -  *  .  ’  •t>’  ..  C'.- 

/■  - '  ■.**“ 

/^Average 

Option 

Average 

Option 

Average 

Option 

Shares 

Price 

Shares 

Price 

Shares 

Price 

-  1  !'  ■ 

/  •  >T* 

(shares  in  thousands) 

.. 

Outstanding,  beginning  of  year . 

.  13,66018 

$36.72  ‘ 

10,825.3  ■ 

$28.78  ‘ 

9,140.2* 

$24.65 

Granted  . 

5,775.0 

41.13 

‘4,592.2 

' :  52.49  5  : 

4;i33.7’  l' 

'34.49 

Canceled . . 

(658.8) 

40.33 

(677.5) 

35.54/  u 

(630.0) ' 

'  29.51 

Exercised  .- . -.  .  .  . . . 

.  (1,469.9) 

26.10 

(1,07912)  ‘ 

24196'* 

(1,81 81(5)*  ■ 

20.80 

Outstanding,  end  of  year  ...  .  ...... 

.  17,307.1 

$38.95 

!13,660.8<< 

'  $36!72  • 

10,825.3" 

•  $28.78 

Exercisable,  end  of  year/ - .  ...-w  ... 

1  5,800.3  . 

;  $31.33 

4,590.8  , 

$25.34  ; , 

.3,315.0. 

,  $22.56 

Weighted  average  fair  value  of  options 

■  -k.  \  "  *  . 

i-iv-v  ^ 

’•  r./--/ 

granted  during  the  year  . . 

■V  , 

$17.54 

$20.67 

e\.  ■  :  '■  '  • 

,  -  \> 

$14.26 r 

.. -tr/ 

v.-.*  v 

;  ry.  ' 

v: 

'  'uii./  - 
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The  following' summarizes,  information  about  stock  options  .which  ;remain  outstanding  as  of  January  29, 

2000:  v<t,  - 


f  . 

Options  Outstanding 

Options  Exercisable  " 

Range  of 

Number 

.  Weighted 

Average 
Remaining  . 

Weighted 
,  Average 
Exercisable 

Number 

Weighted  , 
Average 
.  .  Exercise  - 

Exercise  Price 

Outstanding  , 

Contractual  Life  ' 

Price 

Exercisable 

.  Price 

'  (thousands) 

-  (thousands)  : 

i 

$1 1.63-25.00 

2,5056 

4.4  .years 

$21.01 

'  .  2,498.4 

$2i.di 

25 .0 1-40.00  \ 

*  '7,747.2 

7:7  years 

.  35.42  • 

2,380.8 

33.88  •'  ‘ 

40.01-79.44 

7,054.3 

8,7  years 

49.21  - 

921.1 

52.69.  ' 

As  of  January  29,  2000,  8.9  million  shares  of  Common  Stock  were  available  for  additional  grants 
pursuant  ta  the  Company’s  equity  plan,  of  which  462*300  shares  were  available' for  grant  in  the  form  of 
restricted  'stock.1'  During  the  52*  weeks  ended' January  *29," 2000,  212,600  shares  of  Common  Stock  were  '  '  ' 
granted  in  the  form  of  restricted’ stock  at  market  ,  values  ranging  from  $39.25  to  $46.75  vesting  ratably  over  a 
four-yearperiod.  No  shares  of  Commori'Stock  were  granted  in  the  form  of  restricted  stock  during  the  *  • 
52  weeks  ended  January  30/1999:  During  the  52  weeks'ended’ January  31,  1998, .30, 000  shares  of  Common 
Stock  were  granted  in  the  form  of  restricted  stock  at  a  market  value  of  $34  38  vesting  ratably  over  athree- 
year  period.  Compensation  expense. is  recorded  for>all  restricted  stock  grants  based  on. the  amortization  of  the 
fair  market;  value , at,  the  time  of  grantof  the  restricted  stock  .over  the  period  the  restrictions  iapse.  There  have 
been  no  grants  of  stock.  appreciationrrights  under  the  equity  plan,  .  .  .  .  ,  *  !  .  . 

The  Company  applies  APB' Opinion 'No/ 25' and  related  Interpretations  in  accounting  for  compensation 
cost  under  its  equity  plan.  Had  compensation  cosrifor  the  Company’s  equity  plan  beeiT determined  consistent 
with  SFAS  No.  123, ‘‘Accbunting^foriStock-Based'Gompensatiori,’’  for  options  granted' subsequent  to 
January  ,28,  1995;  the  Company’s  net  income  and  earnings  per  share  would  have  been  reduced  to  the  pro 
forma  amounts  indicated  below:  .  1  V 


52  Weeks  Ended  52  Weeks  Ended  52  Weeks  Ended 
January  29,  2000  January  30,  1999  January  31,  1998 
(millions,  except  per  share  data) 


Net  income ,  *<-  •  •  4  ■ 

*  .-As, Reported  ... 

.....'  $  795  • 

.  ■,  t  $  662,- 

;k.S.536, 

.*  ,-jPro, forma  . . ... 

.  637. 

52b 

Basic  earnings  per  share' 

*J  ‘As  Reported  .  .  : 

‘  ’  3.78  ' 

*  *3, 16“ 

"  2.56 

Proforma  /...'. 

■  3.60  - 

.*  .3  °4 

•2.49 

Diluted  earnings  per  share 

As  Reported  . .  . 

.  362 

*  2J 96 

2.41 

Pro  forma . 

3.45  -. 

v  2.85  . 

.,  2.34 
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TheTair' value  of  each  optipn  grant'is  estimated  on  the  date’ of  grant  using  the  Black-Scholes  option- 
pricing  model  with  the  following  weighted  average  assumptions  used: 


Dividend  .yield  -. . . 

Expected  volatility  .  . ... 

Risk-free  interest  rate  .  ...... 

Expected  life . 


52  Weeks  Ended  52  Weeks  Ended 
1  January  29,  2000  January  30,  1999 


ri' 


32.5% 

5:4% 

. .  ‘  ’  *6.  years 


V'-'  30.6%  . 

5.7% 

5  0  - 
6  years 


52  Weeks  Ended 
January  31,  1998 


-29.7% 
6.8% 
6  years 


14.  Shareholders’ Equity  „  ^  '  . 

►  •'  it*.  .  •  .  -  •  C>.>  •**'.  i  M*n.  •  •.*  •  ; 

The  authorized  shares  of  the  Company  consist^  of  125.0  million  shares  tof  preferred  .stock  (“Preferred  (  , 

Stock”),  par  value  of  $.01  per, share,, with  no  shares  issued,  and  5CW.0  million^sHares  of  Common.Stock,  par  .' . 
value  of  $.01  per  share,  with  252.9  million  shares  of  Common  Stock  issued. and  2 13.5  million  shares  of  ,  . 

Common  Stock  outstanding  at  January  29,  2000 s and  2ff 2.2  million  shares,  of  Common  Stock  issued  and  ’ 
208.5  million,  shares  of  Common  Stock  outstanding^ at  January  30,  1999  (with  shares' held  in  the  Company’s  , 
treasury  or  by  subsidiaries  of  the  Company  being  treated  as  issued,  but  nojt  outstanding).  ^  ...  t 

The  Company  purchased  5.6  million  sHares>of  its- Common  Stock  in  1999  at  an' approximate  cost  of  '*  [ 
$267 ^million  and  12.8‘million  shares  of  its  Common  Stock  in  ‘1998  at  an  approximate  cost  of  $591  million,  ' 
under  a  stock  repurchase  program.  On  January  27,  2000;  the  Board  of  Directors- approved  a  new  stock 
repurchase  program  which  authorizes  the.Company  tojpurchase  up  to  $500  mijlion  pf, its  Common  Stock.  The 
Company  may  from  time .  to,  time  commence,  continue  or  suspend  repurchases  of,  shares  under  the  repurchase 
program,  depending  on  prevailing  market  conditions,  alternate  uses  of  capital  and  other,  factors.  ,  .  * 

In  1999,  the  Company  issued  9.0  million  shares  of  its  Common'Stockupon  the^  exercise  of  the  •  ‘  5 

Company’s  Series  C  Warrants.  -  /  '  ’  '  *'  “  ."->  T 


Common  Stock 


The. holders  of  the  Common  Stock  are  entitled  to  one  vote  for  each  share  held  of  record  on  all-matters 
submitted  to  a  vote  of  shareholders.  Subject  to  preferential  rights  that  may  be  applicable' to  any  Preferred 
Stock,  holders  of  Common  Stock  are  entitled  to  receive  ratably  such  dividends  as  may  be  declared  by  the  , 
Board  of.  Directors  out  of  funds  legally  available  therefor.  However,  it  is  not  presently  anticipated  that 
dividends  will  be  paid  on 'Common  Stock  in  the  foreseeable  future. 

*  '  ;  *  ,*•  /f  /.  -■  Lf 

Preferred  Share  Purchase  Rights  * 


Each  share  of  Common  Stock  is  accompanied  by  one  right  (a  “Right”)  issued  pursuant  to  the  Share 
Purchase  Rights  Agreement  between  the  Company  and  The  Bank  of  New  York,  as  Rights  Agent.  Each' Right 
entitles  the  registered  holder  thereof  to  purchase  from  the  Company  one  one-hundredth  of  a  share  of  Series  A 
Junior  Participating  Preferred  Stock,  par  value  $.01  per  share  (the  “Series. A  Preferred  Shares”),  of  the  . 
Company  at  a  price  (the  “Purchase  Price”)  of  $62.50  per  one  one-hundredth  of  a  Series  A  Preferred  Share 
(subject  to  adjustment).  -  ' 
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.In  general,  the  Rights  will  not  become  exercisable  or  transferable  apart  from  the  shares  of  Common 
Stock  with  which  they  were,  issued  unless » a  person  or- group  of  affiliated  or  associated  persons  becomes  the . 
beneficial  owner  of,  or  commences  a  tender  offer  that  would  result  in  beneficial  ownership  of,  20%  or  more 
of  the  outstanding,  shares,  of- Common  Stock  (any  such  person  or  group  of  persons  being  referred  to  as  an 
“Acquiring  Person”).  Thereafter, .under  certain  circumstances,  each  Right  (other  than  any  Rights  that  are  or 
were  beneficially  owned  by  an  Acquiring  Person,  which  Rights  will  be  void)  could  become  exercisable  to 
purchase  at.  the  Purchase  Price  a  , number  of  shares  of  Common  Stock  having  a  market  .value  equal  to  two 
times  the  Purchase  Price.  The  ’Rights  will  expire  on  December  19,  2004  unless  earlier  redeemed  by  the  ' 
Company- at  a  redemption  price  of  $.03  per  Right  (subject  to  adjustment). 

Future  Stock  Issuances 

The  Company  is  authorized  to  issue  9.0  million' shares  of  Common  Stock'  (subject  to  adjustment)  upon 
the  exercise  of  the  Company’s  Series  D  Warrants.  The  Series  D  Warrants  have  an  exercise  price  of  $29.92 
and  expire  on  December  19,  2001. r;  '  1  ’  ’  *'* 

In  February  2000,  the  Company  issued  1.0  million  shares  of  Common  Stock  and  received  $35  million  in 
proceeds  from  the  exercise  of  the  Company’s  Series  B  Warrants,  which  expired  on  February  15,  2000.  .  . 

Treasury  Stock  J  !  ‘  *  /'  ’  '  ‘ l  '  '  '  • '*  ’  *  /  :  ' > 

Treasury  stock  contains  shares  repurchased  under  the  stock  repurchase  program,  shares  issued  to  wholly 
owned  subsidiaries  of  the  Company  in  connection  with  an  acquisition,  shares  maintained  in  a  trust  related  to 
the  deferred  compensation  plans  and’ shares  repurchased  to  cover  employee  tax  liabilities  related' to  other 
stock  plan  activity!  y  •  «  •  ;  ,  •  .  ‘  7  •  4  ’• 


Changes  in  the  number  of  shares  held  in  the  treasury  are  as  follows: 


1  '  ’  •  .  4  ■  ‘V.I.J  !J 

Balance,  beginning  of  year. ...  .  . ; . .  . . .  ... 

Additions: 

Repurchase  program . . 

Restricted  stock . 

Deferred  compensation  plans  .  .  . 

Distributions: 

Stock  plans . . . 

Issued  in  conversion  of  subordinated  notes 

Balance,  end  of  year .  , .  . 


52  Weeks  Ended  52  Weeks  Ended  .  52  Weeks  Ended 

January  29,  2000  .  ,  January  30,  1999,  \  .January  31,  1998 
,r<  •  ,  .  .(thousands)  \  » 

3,819.4  159.3  -  84.8, 

5,631.7  12,810.1  ’  - 

5.8  '  51.6  70.0 

4.1  4.1  :  4.5 

(21.1)  •  “  - 
.  _ -  (9,205.7)  _ z 


9,439.9  3,819.4  ’  ’  159.3  ’ 


Additions  to  .  treasury,  stock  for  restricted  stock  and  .  the  ^deferred  compensation  plans  represent  shares 
accepted  in.  lieu  of  cash  to  cover. employee  tax  liability  upon  lapse  of  restrictions  for  restricted  stock  and 
upon  distribution  of  Common  Stock  under  the  deferred  compensation  plans.  '  •  ’ 
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tinder  the  deferred  compensation ‘plans,  shares  are  maintained  in  a  trust' to  cover  the  number  estimated  to 
be  needed  for  distribution,  on  account  of  stock  credits  currently  outstanding.  Changes  in  the  number  of- shares: 
held  in  the  trust  are  as  follows:  ^  ...  -  .  .  .  i.««  ; }. , ■  ; 


1  ■  1  ;  '  •  -‘U.;.  '■  J  .1*  *■ 

'■  52  Weeks  Ended 

52  Weeks  Ended 

^52  Weeks  Ended  * 

-  *  ....  .  ■  .  ...  .  •/ 

.  .  January  29,  2000  . 

January  30,  1999 " 

January.  31, 1998 

-  .•*»  *.v  !'  •,  • 

'  ■;»  -V  -.5  '  r  : 

;  (thousands).,  , 

i •*'* 

-Balance,  beginning  of  year  , :  ;  .  . 

434.5 ~’i 

-■/.*tTr378.7.  " 

283.5 

Additions  . vf.  L .  ;  . :  :T.  .>.». . 

-.•  '63.6  ;  ..r 

*;  •  8o.o 1 !  .  , 

"  -.j«.  1.23.7‘j!- • 

Balance,  end  of  year .  . . ,' . . 

....  . 

483.8’ 

*  > 

434.5  ’ 

•  ,.t  ...  -s 

378.7  >  ' 

V*.  5V 

-Financial.  Instruments  and  Concentrations  of  Credit  Risk 

:  (  f-  •'  HT' 

t  ■  i'}  i ; 

;;  *c  •  .  V  ,  *. 

The  following  methods  and  assumptions  were  used  to  estimate  the  fair  value  of  each  class^of  financial  , 
instruments  for  which  it  is  practicable  to  estimate  that  value; 

Cash  arid  short-term'  investments  ■  ‘  »  v  ''  ■»  ■„  >  <>V  '‘vr.y  r<*  ***  >  • 

The  carrying  amount  approximates  fair  value  because  of  the  short  maturity. of  these  instruments.  •, 

Accounts  receivable  stc •  .♦  *  ‘  •>,  *  •  .  •/  vt 

The  carrying, amount  approximates  tfair*  .value  because,  of  the  short  average  maturity.of.the,  instruments , ^ ; ? 
and  because  the  carrying  amount  reflects  a  reasonable  estimate  of  losses  from  doubtful  accounts. -  ^ 

Long-term  debt  V  '  '  ,  ■*' •  *  ■  vr*-i  ■  «.  .<•  .• 

.The  fair  values  of  the’ Company’s  long-term  debt,*  excluding  capitalized  leases,  are  estimated  based  on 
the  quoted  market  prices  for  publicly  traded  debt  or  by  using  discounted  cash  flow  analysis,  based  on  the 
Company’s1  current  incremental  borrowing  rates  for  similar  types  of  borrowing  'arrangements. .  -  1 

Interest .  rate  cap  agreements ’  ‘  ‘ 

The  fair  values  of  the  interest  rate  cap  agreements  are  estimated  based  on  current  settlement  prices  of 
comparable  contracts  obtained  from  dealer  quotes.-  ‘  ^  1 

'‘A.'’-  •  1-1.-  '»,■.«  •  'ft.  .  ‘..Irj.'  -,V  ,  '  i  ’  „-j  V  f 

Interest  rate  swap  agreements  ,  *  ^  ,  . 

The  fair  values  of  the  interest  rate  swap  agreements  are  obtained  from  dealer  quotes.  The  values 
represent*  the  estimated  amount  the  Company  would  pay  or  receive  to  terminate  the  agreements  at  the . 
reporting  date,  taking.into  account  current  interest  rates  and  the  current  creditworthiness  of  the  swap  .  /  . 

counterparties.  '  r  .  •  *  rj  \».  •  r«  .  ?,#»  •-  . 
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The  estimated  fair  values  of  certain  financial  instruments  of  the  Company  are  as  follows:  .  ;■■■*■ 

*'  •'  ‘  *  1  ■  ■  ;  ‘January  29, 2000  '*  '•*  '  <  ■  i  . January' 30,  1999 

.  -  'Notional  .•  ••Carrying  .  Fair  A  Notional  TV  Carrying  .  Fair, 

Amount  Amount  Value  Amount  ‘  '  Amount  Value 

,  *  .  J.  *  ;  ■*  •'  ■  .  i  *  .  (millions) 

Long-term  ’debt  .7.  . . ...  .V. . ; 7$£,534  ’  $4,534  $4,361  $2,997  .  $2,996  $3,207 

Interest  rate  cap  agreements  ........ .  ...  1,201  -  -  789  - 

Interest  rate  swap  agreements  .  . .  \  777  6  .  *  (16)  T. 

,  .  .  m  *>,r-  -v* ;  • ,  ; 

, ;  "  *  .  ■  ■  \  j  #  * 1 

The  interest  rate  cap  agreements  are  used,  in  effect,  to  hedge  interest  rate  risk  related  to  a  portion  of  the 

variable  rate  indebtedness  under  the  Company’s  Receivables  Backed  Financings.  These  interest  rate  cap 
agreements  are  recorded  at  cost  and  are  amortized  on  a  straight-line  basis  over  the  life  of  the  cap.' i  ’* 

....  !..U  •  «  .*  .  * 

The  interest  rate  swap  agreements  are  used,  in  effect,  to  hedge  interest  rate  risk f related  to . a. portion  of 
the  debt'outstanding  under  the' Company’s  Receivables  Backed  Financings.  The  notional  amount  of  the 
interest  rate  swap  agreements  amortize  down  to  zero  in  tandem  with  a  portion  of  the  debt  outstanding  under 
the  Company’s  Receivables  Backed  Financings!  '  ■ 

:u:  .  -• 

Commitments  to  extend  credit  under  revolving  agreements  relate  primarily  to  the  aggregate  unused  credit 
limits  and  unused  lines  of  credit  extended  to  customers  under  the  Company’s  credit  plans.  These  ■>'' 
commitments -generally  can  be  terminated  at  the  option  of  the  Company.  It  is  unlikely  that'the  total 
commitment  amount  will  represent  future  cash  requirements.  The  Company  evaluates  each  customer’s 
creditworthiness  on  a  case-by-case  basis, .  .. 

Financial  instruments  that  potentially  subject  the  Company  to  concentrations  of  credit  risk’ consist 
principally  of  temporary  cash  investments  and  trade  receivables.  The  Company ‘places  its -temporary  cash 
investments  in  what  it  believes  to  be  high  credit  quality  financial  instruments.  Credit  risk  with  respect  to  trade 
receivables -is  concentrated  in  the  geographic  regions  in  which  the  Company  operates  stores.  Such 
concentrations,  however,  are  considered  to  be  limited  because  of  the  Company’s  large  number  of  customers 
and  their  dispersion,  across' many  regions.  ,  , 

16.  Segment  Data 

The  Company  conducts  its  business  through  two  segments,  department. stores  and  direct-to-custqmer.  The 
department  store  segment  sells  a  wide  range  of  merchandise,  including  men’s,  women’s  and  children’s 
apparel  and  accessories,  cosmetics,  home  furnishings  and  other  consumer  goods.  The  direct-to-customer 
segment  (Fingerhut,  Bloomingdale’s  By  Mail,  Macy’s  By  Mail,  macys.cpm  and  certain  other  direct  marketing 
activities)  sells  a  broad  range  of  products  and  services  directly  to  consumers  via  catalogs,  direct  marketing 
and  the  Internet.  “Corporate  and  other”  consists  of  the  assets  and  liabiliiies,  and  related  income  or  expense, 
associated  with  the  corporate  office  and  certain  items  managed  on  a  company-wide  basis  (e.g.,  intangibles, 
financial  instruments,  investments,  income  .taxes,  retirement  benefits  and  properties  held  for  sale  or 
disposition). 
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’  The  financial-information  for  each  segment  is 'reported  on' the  basisused  intemally,>by  the.CompanyTo 


conform  to  the  current  presentation  as -it  is  not  practicable  to  do  so. 

*„.*».•  :  ’  ":h\.  A.  'if  ‘  '■  rf  JP.  ., 

i  ■  •  •  ’•  52  Weeks  Ended 

52  Weeks  Ended 

52  Weeks  Ended 

, ‘ 

,  .  January.=29,  2000 

January  30,  1999 

January, 31,  .1998 

’’ 

(millions) 

?  .  f]i  .«  ■  '11  - 

Net  sales 

.  "m  '/ 

Department  Stores . .\ _ 1 . 

$lr5,850  .  . 

.  $  15,365 1-  »f 

_  -  .  .$15,220 

Direct-to-Customer  . . . 

1,866  .*■ 

- 

*  ■*:  *  t 

•$17,716 

.  *5:  - - - !  . 

$15,365 

$15,220 

^  .  .  ‘‘  -•r  *  ,m; 

Operating  income  . 

•  ■  ■  ■  •  •<* 

y  r>-  .  »*  i  ’  j 

Department  Stores’.  . '. . . .  /! . .  XV. :  :  . 

■$nI,871-“,i!rt- 

■  ’$  1,589 

■*•**’'*  $-1,473  -  .’ 

■'*  Direct-to-Customer  .  .  : . .  . 

.51 

- 

- 

■  Total  segment  operating'  income-.  -. '.  . ...  . 

.01  .  |  922  J‘ -F  " 

•  1,589  * 

v  ^  1,473*' 

Corporate 'and  other  . .  .  .  J . .- .'  .... 

..  -.*(221)- *  4 

'  (134)  - 

■H.  :v<.  (132)^0 

•  t  *■'* i * '  •  *'*  ■:  *  ‘  ■«*:  ,  .  m 

4  •*  $  i;7or-* >■**  - 

--$  1»,455*  ■* 

-  "$1,341 

Depreciation  and  amortization  expense 

*t-  Department  Stores'. .  •:  .  .  . \i.  ; ........ 

•  -.S'-  619.  * 

i  $  ,592  t  •- 

.•  $.-.559  ' 

•  Direct-to-Customer  . .t. . . . 

■  .  V.  .33  ,  r*  0 

It-  \  -t. 

Corporate tand  .other.-.  .  . ... ... 

—  86  :  .. 

. 32.  * 

‘31  " 

-  •  ‘  ’  .’'*.*•-'•  v 

;  738  .  ;j,  »;i 

,i.-t$.  ,624.  ■ 

.  59(1 

Capital  expenditures  (purchase  of  property 

• f- 

-  ‘  '  V 

•  *  *.*t**v  - 

and  equipment)  „  .  . 

T  t? 

• 

Department  Stores . .‘X  .  : . 

;’.r "  '*■•$''  "738 ^ 

;vfJ‘  $  691  1 

M  *$  69  r* ; 

Direct:to-Customer  V. .  .  .' ! .  V. , 

•;  .  ■■■29  •  • 

r  C  ±  ;y  { 

Corporate  and  otherv. ...... 

•  -o  3'  •  ? 

-  4-1’- 

■'i  *•-*  .  -*5-  •- 

n V.  ’  *'  •  ■ 

*  $  "770  I'!;' 

/  $  .  695  ** 

■  V  -*‘696  «*-• ' 

'  '"TirTTr- :  .  r  '  i 

v/t’  ; 

Total  assets 


January  29,  ‘  -  *  January  30,'*i*-';  '  '  V’  ‘ ' 

2000  1999 

.  (millions) 


Department  Stores . * .  $12,553  $12,221 

Direct-to-Customer  .\  1  .*v.  ‘v*  *  2,736’  •  **  *'  >  r,‘‘5  *>•’ 

•  Corporate  and  other  *. . .  . . J4.-. . : .  it, .  . .  *  .  2,403  ■  ,  -'1,243' 

•  .  V  ...  ■■  ,  fr  k,  I.  v  ‘$17,692***  ‘  -$13,464 >w-r‘  t 
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17.  Earnings  Per  Share  •  •  -•  j 

Ther  reconciliation  of  basic  earnings  per  share  to  diluted  earnings  per  share  based  on  income  before 
extraordinary  items  is  as  foilows:  '  •  .  '  . 


*  ‘  • 

52  Weeks  Ended 

52  Weeks  Ended 

52  Weeks  Ended 

,  January  29,  2000 

January  30,  1999 

January  31,  1998 

t  V  -  *■  ••  .■•-  ‘  ~  : 

'  Shares 

Income 

Shares 

.  Income 

Shares 

Income 

(millions,  except  per  share  data) 

Income  before  extraordinary  items 

•  and  average  number  of  shares 
«  outstanding  . 

.  210.0 

■  •  ..  .,$795 

209. 1 

$'685 

209.2 

s- 

'  $575  ‘ 

Shares  to.be  issued  under ‘deferred  > 

compensation  plans  L . -.  ...V.’. 

.4 

.  .4 

.  .3.' 

’  .  ‘ 

210.4 

$795 

209.5 

$685- 

209.5.' 

MVi- 

■  $575 

Basic  earnings  per  share . 

$3.78 

$3.27 

'  ■  • 

$2.74 

Effect  of  dilutive.securities:  .  '  y 
...Warrants _ . V. 1 

.  v 

.  ”  6,9 

‘7.4 

5.4 

Stock  options . . .'. 

;  2.3 

2.2 

-  2.0 

‘  t  v  •  ; 

'  'Convertible  notes  . 

6.8 

•  7  - 

•  10.2' 

■'  i 

'  10 

219.6 

•  $795 

225.9- 

$692 

227.1 

$585 

Diluted  earnings  per  share . 

$3.62 

$3.06 

.$158 

* '  ‘ 

-  In  addition  to  the  warrants  and  stock  options  reflected  in  the  foregoing  table,  warrants  and  stock  options 
to  'purchase,  4.7  million,.  4.7  million,  and  0.2  million  shares  of  common  stock  at  prices' ranging  from  $41.50  to 
$79.44  per  share  were  .outstanding  at  January  29,*  2000,  January  30,  1999  and  January'  31'  1998,  respectively, 
but  were  not  . included  in  the  computation  of  diluted  earnings  pershare  because  the  exercise  price  thereof 
exceeded  the  average  market  price  and  would  have  been  antidilutive.  ■  . 
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18,  Quarterly  Results  (unaudited)  .  -v-4*'  \  ' 

Unaudited  ‘quarterly  results  for  the  52  weeks  ended  January "  29 T  2000  and  January  30,  1999,  were 'as 
follows:  ... .  ,  '  * 


52  Weeks  Ended  January  29’," 2000:''"'  * 

Net  sales . . . .  . 

' 4  Operating  income  .  ...  x 

Net  income . .  .' . -. . 

Basic  earnings  per  share . 

,  Diluted  earnings  per  share . 

52 -Weeks  Ended  January  30,  1999: 

Net  sales . \ . .' . 

Operating  income  . . 

Income  before  extraordinary  item  . . 

-.Net  income  . . . .  ;  r  . . . 

Basic  earnings  per  share:  /  • 

Income  before  extraordinary  item 

,  Net  income  .......... .  ..... _ .... 

Diluted  earnings  per’ share:* 

Income  before  extraordinary  item 
NeV income  .  .  .  ... . ; .  . . ! . . . .  .\  .. 


First 

Second 

Third 

Fourth 

-Quarter 

Quarter 

Quarter 

Quarter 

r 

(millions,  except  per  share  data) 

$3,600 

,,  .’$4,137 '/ 

$5;973 

■’  225. 

.  ;  318  * 

.  .  302  '. 

,  ‘856 

•  87; 

.  ....  v/137/, 

/i  .  123 

.,.,448 

,42- 

'  .  /  .65  ; 

■:*:  >..59 -‘“v 

vh  ui 

;f  .40 

.61  ‘ 

.56 

2.04 

,  $3,357 

■  /  ‘$3;426-  ‘ 

•‘  $3,548  *  ’■ 

$5,034 

‘  181 

267 

,  257  -4 

"  750 

60 

107 

•-  .  ,110/',  ’ 

,;.:408 

-  60 

107 

.  87 

408 

i-  .V  '' 

C.  ' 

.29 

.51  . 

-.53 

1.95 

'  t|  .51/, 

i;  A2 

1.95 

r  "27 

•  Mr' 

•  :50  '■> 

'  *J1.88 

.27 

if  *  >,r 

....  ".‘40  •“ 

1.88 

■  Hs 

Shareholder  Inf orma H o n 
Visit: 

Our  website  at  wMwJederated-fds.com/financial  to  ;  ^ 

•  Sign  up  to  have  Federated's  news  releases  sent  to  you  via  e-mail  by  subscribing 

•  Get  the  latest  stock  price  and  chart  or  take  advantage  of  the  historicalprice  look-up  tejjur 

Federated  Investor  Relations  Department,  Monday-Friday,  8:30 
Federated  News  &  Information  Request  Hotline:  1  -800-261-5385 
For  copies  of  past  news  releases  &  corporate  background^a^1-8(X)*853r915b  ^^^ 

Write:  /  : 

Federated  Department  Stores,  Inc.  •  Investor  Relations  DepaitmoiriiXf 
7  West  Seventh  Street  •  Cncinna,!.  OH  45202  JjH 

Common  Stock:  {■  ,  .  i?  fk 

Shares  of  Federated  common  stock  are  traded  on  the  New-York  Stock-  btchang^ji^^S 
The  company's  trading  symbol  is  FD.  ‘  ;  i  ‘ 

The  approximate  number  of  Federated  shareholders  of  record,  as  of  January  29,  20W,!.w|Q 
Also,  as  of  this  date  there  were  approximately  21 3' million  sh  ^  8‘ 

outstanding,-  excluding  shares  iWid.^  Federated^/.' 

Transfer  agent  for  Federated  shares:  *  *'».•>,  ‘  v  r  ‘,r. 

The  Bank  of  New  York  *  Shareholder-Relations  Department--  Church  Street  Station  : : 

P.O.  Box  11258  •  New  York,' NY 


... 


Daily  Volume 


Quarter  85,833,000  1,362,000  ,  36  7/16  M’ 

nd  Quarter  68,486,000  1,087,000  ,45  15/16  57 '1/.,. 


Third  Quarter 
Fourth  Quarter 


First  Quarter  57,181,000 

Second  Quarter  52,655,000 

Third  Quarter  102,912,000 

Fourth  Quarter  82,512,000 


82,512,000 


,  908, 000-  .  '  42  3/4  ■"  ^ 

•  ,836,000  49  13/16  56  3/ 1b 

1,608,000  32  13/16  53  5/16 

1.353.000  35  .5/16  .OS/., 

V  5- 


The  next  annual  meeting  of  shareholders  will  be  held  at^^l^m.iEastern/on^^^^ 
Friday,  May  19,  2000  at  the  Westin  North  Perimeter  in  Aftf  ‘  **  ' 


Jft. 
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^  Environmental  Report 

In  recognition  of  the  importance  of  preserving  a  healthy  environment  for  future  generations.  Federated 
paper  and  soy  ink  In  the  production  of  its  annual  report.  :  v 


Federated 


7  WEST  SEVENTH  STREET 
CINCINNATI,  OHIO  45202 

w\vw. federated -Ids. com'  | 
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